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THE ECONOMIC JOURNAL 


MARCH, 1939 
FACTS AND ENDS IN ECONOMICS 


In the issue of the Economic Journat of last June there are 
two extremely illuminating and at the same time challenging 
articles 1 on the basic methodological problems of economics. 
Both of them call for further discussion. Mr. Durbin explicitly 
desires to know “if there are any other economists who have 
felt the need for wider co-operation in the social sciences, and to 
discover from them if they have made any progress towards the 
solution of the exceedingly difficult problems of method.”’ Pro- 
fessor Fraser suggests at the end of his paper several “ main 
articles of settlement to be subscribed to by both economists 
and their critics.” It may be emphasised in advance that the 
following arguments are fundamentally in accordance with the 
main conclusions both of Mr. Durbin and of Professor Fraser. 
Having spent, however, almost two decades in research con- 
centrated—so far as possible—on the interdependences between 
economics and other social sciences, I should like to add a few 
remarks to what Mr. Durbin has to say. At the time, I should 
also like to comment on Professor Fraser’s “articles of settle- 
ment.” Being closely connected with a modern system of 
practical and fully responsible economic planning, I understand 
and, consequently, I am inclined to appreciate, some of the 
objections of the “ critics.” 


I 


“Remoteness from reality ” is one of the oldest indictments 
which economists have had to fight from the very beginnings of 
modern economic theory. It is undoubtedly the most damaging 
charge which can be directed against a student of economics. 
Even without denying the principle of “ la science pour la science,” 
it has to be admitted that economics, properly so called, is more 
deeply rooted in, and therefore more directly connected with 

1 Cf. E. F. M. Durbin, ‘‘ Methods of Research—a Plea for Co-operation in the 
Social Sciences,”” Economic JourNAL, Vol. XLVIII, 1938, pp. 183 ff., and Pro- 


fessor L. M. Fraser, ‘‘ Economists and their Critics,” ibid., pp. 196 ff. 
No. 193.—voL. XLIx. B 
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practical life than most of the other social sciences. This theme 
has been developed many times and from various points of view. 
Consequently, an economist who is remote from reality cannot 
be expected to do much useful work. 

There are three main aspects under which the reproach of 
fruitless abstraction is usually levelled against certain groups of 
economists. Firstly, this argument has been used for more 
than a century by adherents of the inductive approach to decry 
those economists who follow more or less closely the methods 
of deductive research. Secondly, the argument has often been 
misused in discussions among the followers of pure theory. The 
worst damage, however, is done by its third application: the 
politician dealing with economic problems only too often neglects 
even the well-established theories of technical economists because 
of their alleged remoteness from reality. We shall briefly 
examine these three different aspects one by one. 

(1) As to the first aspect, Mr. Durbin seems to handle the 
matter diplomatically when he states at the very beginning 
of his article that there is no serious controversy regarding the 
theory of method in Great Britain. He is right, undoubtedly, 
inasmuch as Anglo-Saxon economists still adhere to their tradi- 
tional dislike of long dissertations on questions of pure method, 
and their methodological discussions are in consequence com- 
paratively brief. In the background, however, is a deep gulf 
between the advocates of empirical studies and the champions 
of pure equilibrium theory. The existence of such a gulf has 
to be admitted even by Mr. Durbin towards the end of his paper, 
and Professor Fraser clearly emphasises its significance when 
trying to refute the assertions made by Mrs. Wootton in her 
Lament for Economics. It has to be admitted that the situation 
is not very different in those other countries in which pure 
economics has become a more or less strongly established branch 
of research.! It is not surprising that the old stories of elaborate 
but fruitless experiments in a vacuum, of the uselessness of 
economic Robinsonades, and the like, are being related again. 
Both Mr. Durbin and Professor Fraser are quite successful, 
however, in showing the weak points of these stale attacks on 
pure theory. 

It may be added that this part of the controversy represents 
only a new edition in a nutshell of the well-known older German 
discussion on methods (Methodenstreit). There were, indeed, very 


1 Cf. F. Vito’s article, ‘‘ L’oggetto della scienza economica ” in the February 
issue (1938) of the Giornale degli Economisti. 
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few debates in the development of economics whose issue was so 
clear and whose results were so satisfactory as that discussion 
between the early Austrian School and the historical group of 
economists. After some three decades of weary methodological 
‘'ruggles the combatants compromised, and it brought general 
relief to both sides when Gustav Schmoller found a satisfactory 
formula in which to express the settlement; in the 1911 Edition 

- of the Handwérterbuch fiir Staatswissenschaften + he stated that 
both the inductive and the deductive method were as indis- 
pensable for economic research as the right and the left leg for 
walking. This formula has been quoted a thousand times, and 
nobody in Central Europe has ever seriously tried to refute its 
validity. 

It would considerably help to clarify the situation if Western 
European economists paid more attention to the vast literature 
out of which Schmoller’s formula arose. No economist familiar 
with the main items of that literature will ever attempt to deny 
the absolute necessity of a close co-operation between theory 
and observation. The German example has made it entirely 
clear that this part of the debate is far from being really dangerous 
to the further development of economics. Although much ink 
may be wasted on it for a while, a productive reconciliation in 
the long run is surely to be expected. 

(2) Less comfort can be found regarding the second form in 
which the charge of remoteness from reality is current among 
economists. Theoreticians ought to see distinctly the difference 
between various degrees of abstraction. They ought to allow 
consistently for such differences, in order to avoid misunderstand- 
ings and superfluously acrimonious debates. Unfortunately, 
many of them do not observe this very elementary rule. Pro- 
fessor Fraser does well in again urging economists when discussing 
their existing differences to bear in mind the possible repercussions 
of their controversies upon their reputation with the outside world. 
Yet a few pages further on in the same number of the Economic 
JOURNAL? we again painfully witness well-known adherents of 
more or less pure theory charging one another—among other 
things—with remoteness from reality. In this context it is of 
no importance whether the debates are—as to their content— 
about the theory of interest or about more general problems of 
the business cycle. No sincere friend of economic theory as a 
whole, however, could welcome the terminology used in these 


1 Cf. the article on ‘‘ Volkswirtschaft, Volkswirtschaftslehre und -methode. 
2 Cf. Vol. XLVITI£(1938), pp. 314 ff. and 322 ff. 
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debates. Mr. D. H. Robertson, referring to one of Mr. J. M. 
Keynes’ theoretical interpretations, points out its “‘ very limited 
correspondence with real life,” and adds an assumption which 
“‘removes Mr. Keynes’ model still further from real life.” } 
Partially on this basis he arrives then at the conclusion that 
Mr. Keynes’ olive-branch only adds to the “‘ methodological con- 
fusion ’’ because it seems to be “a monstrous hybrid between 
the two methods of approach.” ? Professor Gottfried Haberler 
asserts that Mr. R. F. Kahn, who has criticised some of his views 
in a “grumbling mood”? and with “startling misrepresenta- 
tions,” 4 is sitting in a “ theoretical glass-house.” 5 No wonder 
Professor Haberler finds it hard to take some of Mr. Kahn’s 
criticisms seriously even for a moment.® Fortunately, the 
rejoinders are much more moderate. Mr. Keynes has only to 
disapprove of an “incorrigible confusion”? of Mr. Robertson’s, 
and Professor Haberler—in his turn—is put in his “ own glass- 
house ”§ by Mr. Kahn. 

Would it not contribute more towards the positive develop- 
ment of economic theory simply to point out the qualitatively 
different hypothetical assumptions and the quantitatively 
different degrees of abstraction on which the differences in the 
results depend? Is it necessary for every theoretician to be 
“‘ fundamentally original ” and to decry as much as possible the 
views of his alleged opponents merely to claim more “ inde- 
pendence ”’ for his own findings? Here I must remind my 
readers of the cow in that advertisement of a universal linament 
which all of us have somewhere seen, with arrows indicating the 
seats of all possible cattle diseases. Is it necessary to identify 
in our fellow-economist’s theory every misfortune of that un- 
lucky cow? It is an attitude of this kind which most frequently 
calls for the disapproval of the objective onlooker. Sometimes 
it even creates amusing situations. For example, some of my 
own earlier books have been charged by ambitious critics with 
making too great allowances for economic nationalism, whilst 
other—not less short-sighted—critics thought I was propagating 
unrestrained economic internationalism. 

Less emphasis put on one’s own “ individuality ” and more 
confidence in the erudition and the mental abilities of other 
theoreticians could help a great deal in this respect. An attempt 
to find in the theories of other economists as many correct 


> 


1 Cf. Economic Journat, Vol. XLVIII (1938), p. 316. 2 Cf. ibid., p. 317. 
2 Cf. ibid., p. 326. 4 Cf. ibid., p. 329. 5 Cf. ibid., p. 333. 
® Cf. ibid., p. 330. 7 Cf. ibid., p. 321. 8 Cf. ibid., p. 335. 
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elements as possible, instead of obstinately concentrating on 
the aspects that are open to objection, would often convince us 
of the fact that they actually are not so far from real life as they 
are made to appear in the hasty judgments of their hypercritical 
and sometimes even frivolous critics. Everybody knows that 
our periodicals—such as the Economic JoURNAL—are read 
chiefly by ‘‘ technical economists ’’ who know the real value and 
-meaning of “scientific”? debates. Nobody would seriously 
contend, however, that they are not—sometimes at least—read 
also by men who hold responsible positions in practical economic 
affairs. But how can such men be expected to pay full attention 
in their extremely important practical activities to the views of 
technical economists, so long as the whole of economic theory 
is being discredited by the misuse of careless criticism ? 

(3) This brings us to the third and undoubtedly most im- 
portant aspect of the so-called ‘‘ remoteness from reality.” All 
of us know only too well the deep gap which now separates 
practical economic policy from the theory of economics. But 
I would ask a reader whether he has ever inquired of a politician 
holding a responsible position why he did not base his economic 
policies on the results of the science of economics? If he has 
asked that question, in ninety-nine cases out of a hundred he 
has doubtless received the stereotyped answer that the theories 
of technical economists cannot be used in practical economic 
policy because of their “‘ remoteness from reality.’ For this 
reason most politicians prefer to be advised by men having 
** practical economic experience ’’—that is, by business men and 
by members of the economic branches of governmental service. 
Professor Fraser perhaps goes too far when referring to the 
conviction widely enough held among the general public that 
current economic policies can best be settled by intuition and rule 
of thumb, undistracted by tedious preliminary investigation 
and research.1 But in some cases even this attitude may 
prevail. 

I do not want to raise here the question of how far economic 
policies which are apparently able to dispense with the main 
results of theoretical economics can be and are successful. Any 
attempt to answer this question would involve one in factual 
details which could not be adequately elucidated in these pages. 
I venture to contend, however, that the theory of economics and 
practical economic policy ought logically to form inseparable 
ingredients of the same unity. Furthermore, I venture to add 


1 Cf. Economic Journat, Vol. XLVIII (1938), p. 208. 














6 THE ECONOMIC JOURNAL [MARCH 


that economic theories which—directly or indirectly—can never 
be utilised in practical economic policy, or in a wider sense in 
economic life, are following a fundamentally wrong path. I have 
tried to prove elsewhere ! that this contention means no intrinsic 
contradiction to the principle of ‘la science pour la science,” 
to which reference has been made above. And for the same 
reason it is of the utmost importance that the theory of economics 
shall not come to be considered as a technique of playing with 
abstract interdependences that is wholly lacking in practical 
applications, or as a mere mental sport, and that it shall not 
as such come to be neglected in the framing of current economic 
policies. 

What, then, does the politician actually mean by the technical 
economist’s “remoteness from reality’? In most cases he will 
readily admit that the results of theoretical research presented to 
him would have properly solved the problem dealt with, if it 
were, in real life, an isolated problem. In other words, for the 
politician there is usually too much abstraction even in the final 
results of economic research. The “ too much ”’ here may be due 
to two different causes. 

(a) The technical economists may knowingly eliminate 
economic interdependences which in reality are connected with the 
central problem of their research. They may do so in order to 
disentangle better and to emphasise more clearly such a central 
problem. Every theoretician, however, is well aware that he 
must not eliminate essential economic interdependences, lest 
his results be—even from a theoretical point of view—a failure. 
Thus, this case will not occur frequently, and so we do not need 
to examine its further variations. 

(b) The politician will more often say that although the 
technical economist’s view seems to be justified so far as purely 
economic factors are concerned, he can yet not depend on it 
because it neglects other essential and decisive social relations. 
Such relations, however, are always viewed from the angle of 
practical “ political’ considerations. As to the actual meaning 
of these considerations there are again two cases. In the first, 
“* political ” considerations may refer to the individual ambitions 
of the politician or to the power of his party. This, however, is 
usually a short-sighted and, moreover, a mala fide application of 
the term “ political.’”’ Individual and party ambitions are, 
undoubtedly, important agents in the life of every country. 


1 Mainly in my book on The Fundamental Scientific Problems of Economic 
Policy, published in Hungarian (Budapest, 1927), with a summary in German. 
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Yet, they are rather the object of psychological than of “ political ”’ 
research. In the second case, nearer to the interest of the present 
discussion, “‘ political ’’ considerations refer to those non-economic 
spheres of public life which are aloof from the selfish ambitions 
of pressure-groups because the welfare of the community as a whole 
depends on them. The relations between these spheres and the 
work of the technical economists seem to deserve more attention 
. than they usually receive. 


II 


It would be, of course, a platitude to argue that all non- 
economic interdependences are beyond the scope of economic 
research. This argument has, however, been seriously misused. 
Its misuse is mainly responsible for the existing gulf between the 
theory of economics and economic policy mentioned above. 
Nobody would advocate that economists should confuse their 
proper field of research with elements which belong to other 
social and, principally, to other political sciences. They should 
be aware, however, of the fact that all economic phenomena are 
more closely interwoven with other social relations than they 
seem to be at first sight. Furthermore, it would be useful for 
economists to know something about the nature and the technical 
structure of the interdependences by which their own field is 
so closely linked to the outside social world. 

I should not like to be misunderstood. Certainly, the 
economist cannot study in all their detail those other fields of 
political life, and especially of public administration, on which 
economic policies necessarily depend. He should realise, how- 
ever, that he must not limit his scope of interest to mere economic 
facts, if he wants to contribute towards bridging the gap between 
himself and current economic policies. He has also to pay some 
attention to the ends of economic policy. In so doing a new 
province of research—a hitherto badly neglected part of “ meta- 
economic ” problems—will be revealed to him. These problems 
may justly be called “‘ meta-economic ” because, while located 
beyond the traditional borderlines of economics, they are equally 
incapable of being incorporated in other branches of the social 
sciences. 

It does not need to be proved that the principal end of every 
mods, and consequently the fundamental political objective of 
every community such as the village, the town or the State, is 
the fostering of the spiritual and material welfare of its population. 
But in order to achieve this end the community first has to main- 
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tain and possibly even strengthen its own existence. Hence the 
two main branches of political activities : 

(1) Policy in its narrower sense (Machtpolitik), including a 
considerable part of the activities of legislation, public administra- 
tion and jurisdiction : 

(2) Welfare policy, with its three subdivisions : 

(a) Cultural or educational policy, fostering spiritual 
welfare : 

(b) Social policy, which stresses the interests of both 
spiritual and material welfare by stabilising the social 
equilibrium : 

(c) Economic policy, emphasising the aspects of material 
welfare. 


It is unnecessary to point out that these divisions are not 
separated one from another by strict boundaries. In practice 
they overlap in innumerable respects, and are essentially inter- 
woven with each other.1 Moreover economic policy is not 
simply a part of general welfare policy. It also has another 
function, which is not less important : all other political activities 
depend on material means which have to be provided and dis- 
tributed among them by economic policy. This second function, 
including financial policy, may be described as economic policy 
in its broader sense. Thus the first function may be regarded 
as economic policy in its narrower sense. 

It is evident that only economic policy in its narrower sense 
can have autonomous—that is, more or less independent—ends 
of its own. Such are the augmentation of general productivity, 
which can be derived from the principle of scarcity, the elimination 
of crises, and the like. The derivation of these autonomous ends 
has to depend on teleological reasoning. 

Economic policy in its broader sense has always heteronomous 
ends, inasmuch as they always depend on the primary ends of 
those other political activities the means for which have to be 
provided and distributed. Consequently, in the general scope 
of political life the heteronomous ends of economic policy have 
only a secondary significance. For example, the question whether 
a certain branch of industry should be protected by tariffs will 
be answered in most cases on the basis of heteronomous ends of 
economic policy. For the final decision here will depend rather 


1 For a detailed discussion of these interdependences with special regard to 
the ends of economic policy, cf. my book on Weltwirtschaftspolitik im Entstehen 
(Jena, 1933). 
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on social (employment), diplomatic or even military than on 
purely economic considerations. On the other hand, the problem 
whether national income should be increased and distributed in 
the most productive way can be solved by reference to more or 
less autonomous, and therefore primary, ends of economic policy. 

To study the nature and technical structure of the ends of 
economic policy does not at all necessarily import a bias into 
economic research. It means only that instead of limiting our 
attention to the causal relations of cause and effect, we also 
include the teleological sphere of ends and means. It follows that 
there is no need whatsoever to replace the “is” by an “ ought ” 
in the language of economics, even when dealing with ends instead 
of concentrating on facts. For when all is said we are only 
examining the various possible ends of economic policy, their 
mutual interdependences, the best means of achieving them and 
the incidental effects to be expected from the application of 
different means. It is a separate question whether such an 
extension of our scope of research necessitates the addition of 
some normative elements to the traditional explicative stock of 
economics. This, however, is a question which entirely belongs 
to the domain of gnoseology and criteriology. There would be 
no point in trying to discuss it in these pages. Yet, I may confess 
that personally I see no heresy in considering economics—at 
least as far as the fundamental problems of economic policy are 
concerned—as a partially normative social science. 

I fully realise that these statements regarding the ends of 
economic policy will be somewhat startling to the average modern 
technical economist. Perhaps they will even appear to him at 
the same time too rudimentary and too complicated. But 
rather than go into further detail I must again refer him to the 
voluminous literature of this problem, which I have tried to 
summarise and to discuss elsewhere. English, American, 
French and Italian economists of the last three or four decades 
have made stimulating comments on the question whether 
economics should or should not be a normative branch of the 
social sciences. Consciously or unconsciously realising that this 
question was intimately connected with the fundamental methodo- 
logical issues of economics, the Germans made of it another 
great discussion to which every economist of standing considered 
it his duty to participate. As a result, the issue of “‘ Wert- 
freiheit ’’ developed into a second “‘ Methodenstreit,” and even in 
time succeeded the first. It started in 1904 with the publication 


1 Cf. Economics in the Twentieth Century, New York and London, 1931. 
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of Max Weber’s famous article on the ‘‘ Objectivity of Cognition 
in Social Sciences,’’ and it lasted until the War broke out. The 
War, in fact, put an abrupt end to it, because war economics 
and other urgent questions at once occupied the minds of all 
economists. Mainly, for similar reasons, the discussion was not 
continued on any considerable scale after the War. As a result 
of its sudden interruption, the basic problem is still far from being 
solved. In this respect it differs greatly from the first discussion 
on methods. To-day the majority of technical economists— 
so far as they are interested in the problem at all—seem to stand 
for a thorough rejection of the normative interpretation of 
economics. With this attitude, unfortunately, they connect the 
lack of interest in serious research into the ends of economic 
policy. Hence their ‘‘ remoteness from reality.” 


III 


It is true that any examination of the interdependences 
between the autonomous and the heteronomous ends of economic 
policy is impeded by a series of difficulties. Some of them 
cannot be surmounted with the traditional equipment of the 
technical economist. How can he reasonably compare, for 
example, bread production and book printing as regards their 
relative importance to the national income, and how can he 
inquire into the problem whether there is more to be gained 
from supporting the former than from fostering the latter by 
measures of economic policy? To be able to do so he must 
have some idea regarding the relative importance of material 
and spiritual wants. If he goes on digging deeper, he must 
sooner or later arrive at one—it may be called the first—essential 
philosophical element which cannot be ignored by any student 
of the teleological aspects of economics. 

(1) The question whether material goods generally are more 
important than spiritual relations is bound to lead eventually 
to one of the fundamental problems of metaphysics. Everyone 
knows how maliciously this subject has been decried by certain 
short-sighted economists. They, of course, imagine that meta- 
physics necessarily means mystical obscurantism. It is as if 
it were proposed to dispense with the use of mathematics in 
economic theory merely because there are economists who do 
not know the first principles of it. I do not mean to suggest 
that economists should sacrifice too much of their time in order 
to penetrate into all the details of metaphysics; these may even 
prove to be labyrinths for some of the less philosophically minded. 
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I would only argue that some acquaintance with what meta- 
physicians have to say regarding materialism and idealism or 
spiritualism could considerably help in straightening out the 
views of technical economists about the practical ends of economic 
policy. In the final issue, it will even bring them nearer to reality. 
That this approach to reality via abstract philosophy is no con- 
tradiction will be more readily appreciated if we refer to further 
‘examples. 

(2) It is evident that the policy of distribution has to be 
based—among other things—on the postulates of social justice. 
Both before and since the writings of Marx, many theories have 
attempted to eliminate these postulates from economics. But 
they have merely attempted to emulate the methods of the 
ostrich. A low standard of living of the great majority of the 
population accompanied by the luxurious prosperity of a small 
privileged group may secure a comparatively high national 
income; the same level of national income may also be reached 
by a system of approximately equal distribution, involving a 
more or less moderate standard of living for everybody. How 
can we intelligently compare the two systems and the cor- 
respondingly different ends of the policy of distribution without— 
consciously or unconsciously—depending on a knowledge of the 
two different interpretations of social justice which have been 
current in ethics ever since Aristotle? According to distributive 
(Svavenrixy) justice, everyone’s share in distribution should be 
proportional to his achievements; on the other hand, the principles 
of equalitarian (SiopfwriKy) justice consider also the heavy 
additional weight of the originally equal human dignity on both 
sides of the balance. Consequently, they lead towards greater 
equality, rather than towards an increase of the existing class 
differences by the mercilessly unequal distribution which pro- 
ceeds from distributive justice. For a technical interpretation of 
these fundamental problems the economist has to resort to ethics. 

(3) It can be shown by similar examples that the economist 
equipped with some sociological knowledge will more safely 
navigate between the Scylla of one-sided individualism and the 
Charybdis of short-sighted collectivism or nationalism than those 
proud champions who know nothing but ‘“ pure economics.” 
—In fact, all heteronomous ends of economic policy depend, 
in the final issue, on metaphysical, ethical and sociological 
considerations.! The latter will—directly or indirectly—influence 


1 Cf. my Philosophie in der Volkswirtschaftslehre (2 vols., Jena, 1923-1926) 
and my Geschichte der Wirtschaftsphilosophie (Berlin, 1931). 
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every economist who is dealing with such ends, or who is, in a 
wider sense, trying to avoid the indictment of remoteness from 
reality. The maintenance of a close connection between economics 
and philosophy seems, therefore, to be an inevitable necessity. 


IV 


So I return to the starting-point of this article. In principle 
I welcome Mr. Durbin’s suggestion for the co-operation of different 
specialists in the field of social research. For by such co-operation 
the economist may become more familiar with some of the very 
necessary realistic viewpoints mentioned above, and in these 
days widely neglected. As to the practicability of the co- 
operation I have, however, some faint doubts. Having been 
for over ten years a member, and more recently dean, of a faculty 
of law and political sciences of the Central European type, having 
before that collaborated for years with a faculty of technology, 
and having some experience also in teaching economics in American 
universities, I am able perhaps to judge the practical possibilities 
of co-operation between economists and various other specialists. 
One of the difficulties is that the interest and energy of most of 
the specialists seem to be too exclusively concentrated on their 
own problems of research; they refrain from spending much of 
their time in discussing research schemes with specialists of 
other fields. In many cases they also put too much emphasis 
on their own independence. Comparatively young men specialis- 
ing in and paid for the type of work of which Mr. Durbin is think- 
ing are more likely to co-operate successfully. Nevertheless, I 
should like to think that some economists of standing would 
make themselves available also for such work. But even then 
there is another difficulty. I am afraid that those economists 
whose methodological horizon is narrowly limited and who are 
** remote from reality ’ could in fact contribute but little towards 
a productive co-operation with other specialists. 

We are looking back at a long period of an extremely successful 
differentiation of social sciences. If I understand Mr. Durbin 
aright, he too is suggesting that a period of integration should 
now follow. As far as economics is concerned, such an integration 
could be most effectively promoted if economists, instead of 
confining themselves to the facts, paid more attention also to 
the ends of economic policy. 

Turning to Professor Fraser’s “articles of settlement,” I 
would suggest the addition of three more points : 


(1) Economists agree that some knowledge of philosophy 
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is at least as important for their field of research as the mastering 
of mathematics. 

(2) Economists affirm their conviction that a few years at 
least of some kind of training in practical economic life is very 
important for every theoretician. Based on such a training their 
theories are likely to become more realistic. 

(3) Economists undertake to make a thorough study of the 
literature of the first and second discussions on methods before 
charging one another with ‘“‘ remoteness from reality.” 

THEO SuRANYI-UNGER 


Francis Joseph University, 
Szeged, Hungary. 








AN ESSAY IN DYNAMIC THEORY 


1. Tue following pages constitute a tentative and preliminary 
attempt to give the outline of a “‘dynamic” theory. Static 
theory consists of a classification of terms with a view to systematic 
thinking, together with the extraction of such knowledge about 
the adjustments due to a change of circumstances as is yielded 
by the “laws of supply and demand.” It has for some time 
appeared to me that it ought to be possible to develop a similar 
classification and system of axioms to meet the situation in which 
certain forces are operating steadily to increase or decrease certain 
magnitudes in the system. The consequent “theory ’’’ would 
not profess to determine the course of events in detail, but should 
provide a framework of concepts relevant to the study of change 
analogous to that provided by static theory for the study of rest. 

The axiomatic basis of the theory which I propose to develop 
consists of three propositions—namely, (1) that the level of a 
community’s income is the most important determinant of its 
supply of saving; (2) that the rate of increase of its income is an 
important determinant of its demand for saving, and (3) that 
demand is equal to supply. It thus consists in a marriage of the 
* acceleration principle ” and the “ multiplier’ theory, and is a 
development and extension of certain arguments advanced in my 
Essay on the Trade Cycle. 

2. Attempts to construct a dynamic theory have recently 
been proceeding upon another line—namely, by the study of 
time lags between certain adjustments. By the introduction of 
an appropriate lag the tendency of a system to oscillate can be 
established. In these studies there is some doubt as to the nature 
of the trend on which the oscillation is superimposed. Supposing 

1 Especially in Ch. 2, secs. 4-5. The “ Acceleration Principle ’’ was there 
designated the ‘‘ Relation.’’ There is an objection to the use of the term acceler- 
ation in this connection. The study of the condition in which demand and 
supply are flowing at an unaltered rate has long been known as Static Theory : 
this implies that the equilibrium of prices and quantities resulting therefrom is 
regarded as analogous to a state of rest. By analogy, therefore, a steady rate of 
increase of demand, which is our first matter for consideration in dynamic theory, 
and a major effect of which is expressed by the “‘ Relation,’’ should be regarded 
as a velocity. Acceleration would be a rate of change in this. 

However, the use of the expression Acceleration Principle in the sense of my 
relation is rapidly accelerating in current literature, and I reluctantly bow to 
the force majeure of usage. 
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damping measures could be introduced, to counteract the oscilia- 
tion caused by the lag, would the system be stationary or advanc- 
ing? And at what rate? Dynamic theory in my sense may 
throw some light upon this. 

Moreover it is possible, and this the following argument seeks 
to establish, that the trend of growth may itself generate forces 
making for oscillation. This, if so, would not impair the im- 
portance of the study of the effect of lags. But it may be that 
the attempt to explain the trade cycle by exclusive reference to 
them is an unnecessary tour de force. The study of the operation 
of the forces maintaining a trend of increase and the study of 
lags should go together. 

3. The significance of what follows should not be judged solely 
by reference to the validity or convenience of the particular 
equations set forth. It involves something wider: a method of 
thinking, a way of approach to certain problems. It is necessary 
to ‘‘ think dynamically.” The static system of equations is set 
forth not only for its own beauty, but also to enable the economist 
to train his mind upon special problems when they arise. For 
instance, an economist may pose to himself the question, What 
would be the effect on the system of an increase of exports or of a 
labour-saving invention? By reference to the static equations, 
he then proceeds to work out the new equilibrium position sup- 
posing the new higher level of exports to be maintained in 
perpetuity or the labour-saving invention to be incorporated in the 
productive technique once for all. 

But let the question be: Suppose the level of exports begins 
and continues to increase steadily, or suppose its rate of increase 
to increase, or suppose labour-saving inventions begin to be made 
in a steady or growing stream; then the static method will not 
suffice. The static theorist may hope to reduce this supposed 
steady increase to a succession of steps up, each having the same 
effect. But if the following argument is correct, the effect on the 
moving equilibrium of advance may often be in the opposite 
direction to the effect on the static equilibrium produced by each 
of the steps considered singly. A new method of approach— 
indeed, a mental revolution—is needed. 

Once the mind is accustomed to thinking in terms of trends of 
increase, the old static formulation of problems seems stale, flat 
and unprofitable. This is not to deny to static theory its own 
appropriate sphere. It will become apparent which kind of prob- 
lem belongs to each branch of study. 

4. I now propose to proceed directly to the Fundamental 
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Equation, constituting the marriage of the acceleration principle 
and the multiplier theory. This probably gives too much 
importance to the acceleration principle, and the necessary modi- 
fication is introduced subsequently. 

Let G@ stand for the geometric rate of growth of income or output 
in the system, the increment being expressed as a fraction of its 
existing level. G will vary directly with the time interval chosen 
—e.g., 1 per cent. per annum = +; per cent. permonth. Let G, 
stand for the warranted rate of growth. The warranted rate of 
growth is taken to be that rate of growth which, if it occurs, will 
leave all parties satisfied that they have produced neither more 
nor less than the right amount. Or, to state the matter otherwise, 
it will put them into a frame of mind which will cause them to give 
such orders as will maintain the same rate of growth. I use the 
unprofessional term warranted instead of equilibrium, or moving 
equilibrium, because, although every point on the path of output 
described by G,,, is an equilibrium point in the sense that producers, 
if they remain on it, will be satisfied, and be induced to keep the 
same rate of growth in being, the equilibrium is, for reasons to be 
explained, a highly unstable one. 

If x) is output in period 0 and 2, output in period 1, G = 
“40, Since we suppose the period to be short, x) or x, may 

0 
alternatively stand in the denominator. 

% and 2, are compounded of all individual outputs. I 
neglect questions of weighting. Even in a condition of growth, 
which generally speaking is steady, it is not to be supposed that 
all the component individuals are expanding at the same rate. 
Thus even in the most ideal circumstances conceivable, G, the 
actual rate of growth, would diverge from time to time from G,,, 
the warranted rate of growth, for random or seasonal causes. 

Let s stand for the fraction of income which individuals and 
corporate bodies choose to save. s is total saving divided by 
2%) or 2,. This may be expected to vary, with the size of income, 
the phase of the trade cycle, institutional changes, etc. 

Let © stand for the value of the capital goods required for the 
production of a unit increment of output. The unit of value 
used to measure this magnitude is the value of the unit increment 
of output. Thus, if it is proposed in month 1 to raise the output 
of shoes, so that in month 1 and all subsequent months output is 
one pair higher than in month 0, and the machine required to do 
this—neglecting all other capital that may be required—has a 
value 48 times the value of a pair of shoes, C per month = 48. 
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The value of C is inversely proportional to the period chosen. 
C per annum = 4 in this case.1_ The value of C depends on the 
state of technology and the nature of the goods constituting the 
increment of output. It may be expected to vary as income 
grows and in different phases of the trade cycle; it may be some- 
what dependent on the rate of interest. 

Now, it is probably the case that in any period not the whole 
of the new capital is destined to look after the increment of output 
of consumers’ goods. There may be long-range plans of capital 
development or a transformation of the method of producing the 
pre-existent level of output. These facts will be allowed for in 
due course. For the moment let it be assumed that all new capital 
goods are required for the sake of the increment of output of 
consumers’ goods accruing. 

Reserving proof for the next paragraph, we may now write the 
Fundamental Equation in its simplest form? :— 

G_ = A he Tsitt hete, d1-e > anal 

It should be noticed that the warranted rate of growth of the 
system appears here as an unknown term, the value of which is 
determined by certain “ fundamental conditions ’’—namely, the 
propensity to save and the state of technology, etc. Those who 
define dynamic as having a cross-reference to two points of time 
may not regard this equation as dynamic; that particular defini- 
tion of dynamic has its own interest and field of reference. I 
prefer to define dynamic as referring to propositions in which a 
rate of growth appears as an unknown variable. This equation 
is clearly more fundamental than those expressing lags of 
adjustment. 

5. The proof is as follows. Let C, stand for the value of the 
increment of capital stock in the period divided by the increment 
of total output. C, is the value of the increment of capital per 

1 If a month is the unit, the number of shoes added per period is 1, if a year 
144. The value of G per annum is 12 times as great as that of G per month, since 
the numerator of G per annum is 144 times as great and the denominator 12 
times as great as the numerator and denominator respectively of G per month. 
The number of machines added per month is 1 = 48 shoes = 48 units of increment 
of output. C per month = 48. The number of machines added per year is 
12 = 48 x 12 shoes. Thus the value in shoes of the annual increment of capital 


required to produce an annual increment of 144 shoes is 48 x 12 units. There- 
fore C per annum = > 
144 
2 Since the value of G,, varies directly and that of C inversely with the unit 
period chosen, and the value of s is independent of the unit, the validity of the 
equation is independent of the unit period chosen. 
No. 193.—voL. XLIXx. Cc 


=4= + of C per month. 
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unit increment of output actually produced. Circulating and 
fixed capital are lumped together. 
S 
G = CG, ° ° ° ° ° ° l(a) 
is a truism, depending on the proposition that actual saving in a 
period (excess of the income in that period over consumption) is 
equal to the addition to the capital stock. Total saving is equal 
to sz). The addition to the capital stock is equal to C,(x, — 2). 
This follows from the definition of C,. And so, 
8Xq = Cp(X%, — Xp) 





"Cp X 

G is the rate of increase in total ovtput which actually occurs ; 
C, is the increment in the stock of capital divided by the increment 
in total output which actually occurs. If the value of the incre- 
ment of stock of capital per unit increment of output which actually 
occurs, C,, is equal to C, the amount of capital per unit increment 
of output required by technological and other conditions (including 
the state of confidence, the rate of interest, etc.) then clearly the 
increase which actually occurs is equal to the increase which is 
justified by the circumstances. This means that, since C, includes 
all goods (circulating and fixed capital), and is in fact production 
minus consumption per unit increment of output during the period, 
the sum of decisions to produce, to which G gives expression, are 
on balance justified—.e., if C = C,, then G = G,, and (from 1(a) 
above) 


This is the fundamental equation, stated in paragraph 4, which 
determines the warranted rate of growth. To give numerical 
values to these symbols, which may be fairly representative of 
modern conditions : if 10 per cent. of income were saved and the 
capital coefficient per annum (C) were equal to 4, the warranted 
rate of growth would be 2} per cent. per annum. 

It may be well to emphasise at this point that no distinction is 
drawn in this theory between capital goods and consumption goods. 
In measuring the increment of capital, the two are taken together ; 
the increment consists of total production less total consumption. 
Some trade-cycle theorists concern themselves with a possible 
lack of balance between these two categories; no doubt that has 
its importance. The theory here considered is more fundamental 
or simple; it is logically prior to the considerations regarding lack 
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of balance, and grasp of it is required as a preliminary to the study 
of them. 

6. To use terminology recently employed by distinguished 
authorities, C, is an ex post quantity. I am not clear if C should 
be regarded as its corresponding ex ante. C is rather that addition 
to capital goods in any period, which producers regard as ideally 
suited to the output which they are undertaking in that period. 
For convenience the term ex ante when employed in this article 
will be used in this sense. 

The truism stated above, 1(a), gives expression to Mr. Keynes’ 
proposition that saving is necessarily equal to investment—that is, 
to ex post investment. Saving is not necessarily equal to ex ante 
investment in this sense, since unwanted accretions or depletions 
of stocks may occur, or equipment may be found to have been 
produced in excess of, or short of, requirements. 

If ex post investment is less than ex ante investment, this 
means that there has been an undesired reduction of stocks or 
insufficient provision of productive equipment, and there will be 
a stimulus to further expansion of output; conversely if ex post 
investment exceeds ex ante investment. If ex post investment is 
less than ex ante investment, saving is less than ex ante investment. 
In his Treatise on Money Mr. Keynes formulated a proposition, 
which has been widely felt to be enlightening, though experience 
has led him subsequently to condemn the definitions employed as 
more likely to be misconstrued than helpful. He said that if 
investment exceeded saving, the system would be stimulated to 
expand, and conversely. If for the definitions on which that 
proposition was based, we substitute the definition of ex ante invest- 
ment given above, it is true that if ex ante investment exceeds 
saving, the system will be stimulated, and conversely. This 
truth may account for the feeling of satisfaction which Mr. 
Keynes’ proposition originally evoked and the reluctance to 
abandon it at his behest. In many connections we are more 
interested in ex ante than in ex post investment, the latter including 
as it does unwanted accretions of stocks. Mr. Keynes’ proposi- 
tion of the Treatise may still be a useful aid to thinking, if we 
substitute for “‘ Investment ”’ in it ex ante investment as defined 
above. 

7. Two minor points may be considered before we proceed 
with the main argument. 

(i) It may be felt that there is something unreal in this 
analysis, since the increase in capital which producers will regard 


as right in period 1 is in the real world related not to the increase 
c2 
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of total output in period 1, but to prospective increases in subse- 
quent periods. This objection may be divided into two parts. 
(a) In view of the fact that much of the outlay of capital is con- 
nected with long-range planning, it may be held that the funda- 
mental equation gives too much weight to the short-period effect 
of the acceleration principle. This objection is freely admitted 
and allowed for in the subsequent modification of the equation. 
(b) It may further be objected that even in the sphere in which 
the acceleration principle holds there must be some lag between 
the increased provision of equipment (and stocks?) and the 
increased flow of output which they are designed to support. 
There may be some force in this. But the point is deliberately 
neglected in this part of the argument, along with all questions of 
lags. The study of these lags is of undoubted importance, but a 
division of labour in analysis is indispensable, and in this case the 
neglect is necessary in order to get the clearest possible view of 
the forces determining the trend and its influence as such. More- 
over, the lag referred to in this sub-heading (b) may properly be 
regarded as unimportant, since, in the event of a steady advance 
(G) being maintained, the difference between x, — 7) and x, — 2, 
will be of the second order of small quantities. In other words, 
it matters not whether we regard the increment of capital as 
required to support the increment of total output in the same 
period or in the one immediately succeeding it. 

8. (ii) In the demonstration given above (paras. 6 and 7) 
reference was made to the distinction between the ex post and the 
ex ante increase of capital goods. No reference was made to the 
distinction between ex post and ex ante saving.1 Suppose that 
G is not equal to G,, might not the discrepancy show itself on the 
other side of the equation, not in any divergence of C, from C, 
but in ex post saving not being equal to ex ante saving ? 

I have no very clear view as to possible causes likely to operate 
in a systematic way to distort ex post from ex ante saving, or of the 
probable importance of such distortions. It is said, for instance, 
that in a time of rising prices, fixed-income classes will not adapt 
their modes of life simultaneously, and so may save less than they 
would be disposed to do had they clearly foreseen the impending 
rise. Per contra variable-income classes may not foresee their 
own rise of income, and so spend less than they would have been 
disposed to do. 


1 Be it noted that ex ante is here used of saving in a sense analogous to that 
defined in the expression ex ante investment; it is the saving which savers would 
choose to make in any period, were they able to adapt expenditure simultaneously 
with the changing circumstances of the period. 
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This question of the possible divergence of ex post from ex 
ante saving must be kept entirely distinct from that of the varia- 
tions in s in the different phases of the trade cycle, which not only 
are admitted, but also play a part in the argument. s may vary 
because the level of income or of profit is abnormally swollen or 
depressed. 

The neglect of these possible divergences has no importance 
for the argument, since they will have the same effect on growth 
as the divergences of C, from C for which they may serve as 
substitute. Thus if G exceeds G,, the right-hand side of the 
equation must exceed s/C. If the whole of this effect is found in 
C, it will be less than C, and this is a stimulus to expansion.’ 
Firms finding themselves short of stock or equipment will increase 
their orders. If, on the other hand, the whole of this effect is 
found in a divergence of ex post s from ex ante s, ex post s will be 
greater than ex ante s. Savers will find that they have saved more 
than they would have done had they foreseen their level of income 
or the level of prices correctly. Consequently they will be 
stimulated to expand purchases, and orders for goods will conse- 
quently be increased. Throughout the following pages the reader, 
whenever he finds a reference to the excess or deficiency of C, 
compared with C, may substitute, if he prefers it, a supposed 
deficiency or excess of ex post saving compared with ex ante saving, 
without affecting the course of the argument. 

9. We now come to a point of major importance, constituting 
the difference between the dynamic equilibrium (warranted rate 
of growth) and the static equilibrium. Normally the latter is 
stable and the former unstable. This gives a prima facie reason 
for regarding the dynamic analysis as a necessary propedeutic 
to trade-cycle study. 

Some recent writers have been disposed to urge that the static 
equilibrium is not so stable as is sometimes claimed. Suppose 
that an increased output of a commodity, constituting a departure 
from equilibrium, is tried, so that its supply stands at a point 
at which the supply curve is above the demand curve. It is 
argued that, instead of a relapse at once occurring, reducing supply 
to the point of intersection of the supply and demand curves— 
this showing the stability of the old equilibrium—the upshot 
depends on how all parties now proceed. It is suggested that 
there may be a tendency to waltz round the point of intersection 

or, more broadly, that in the backward adjustment there may be 


1 The reader who is surprised that an excess of G over G, is stimulating will 
find the explanation in the next paragraph. 
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wide repercussions disturbing the whole system. It is even held 
that the whole question of the stability of the static equilibrium, 
in the sense of the tendency of a relapse to it when a random 
departure occurs, is itself a dynamic problem, which cannot be 
looked after by the system of static equations. I have the 
impression that this type of criticism exaggerates the importance 
of this problem, and constitutes to some extent a failure to see 
the wood for the trees, and that on its own ground the theory of 
static equlibrium is well able to hold its own. 

But when we look at the dynamic equilibrium, new vistas are 
opened. The line of output traced by the warranted rate of 
growth is a moving equilibrium, in the sense that it represents the 
one level of output at which producers will feel in the upshot that 
they have done the right thing, and which will induce them to 
continue in the same line of advance. Stock in hand and equip- 
ment available will be exactly at the level which they would wish 
to have them. Of course what applies to the system in general 
may not apply to each individual separately. But if one feels he 
has over-produced or over-ordered, this will be counterbalanced 
by an opposite experience of an equal importance in some other 
part of the field. 

But now suppose that there is a departure from the warranted 
rate of growth. Suppose an excessive output, so that G exceeds 
G,. The consequence will be that C,, the actual increase of 
capital goods per unit increment of output, falls below C, that 
which is desired. There will be, in fact, an undue depletion of 
stock or shortage of equipment, and the system will be stimulated 
to further expansion. G, instead of returning to G,, will move 
farther from it in an upward direction, and the farther it diverges, 
the greater the stimulus to expansion will be. Similarly, if G 
falls below G,,, there will be a redundance of capital goods, and a 
depressing influence will be exerted; this will cause a further 
divergence and a still stronger depressing influence; and so on. 
Thus in the dynamic field we have a condition opposite to that 
which holds in the static field. A departure from equilibrium, 
instead of being self-righting, will be self-aggravating. G,, repre- 
sents a moving equilibrium, but a highly unstable one. Of interest 
this for trade-cycle analysis ! 

Suppose an increase in the propensity to save, which means 
that the values of s are increased for all levels of income. This 
necessarily involves, ceteris paribus, a higher rate of warranted 
growth. But if the actual growth was previously equal to the 
warranted growth, the immediate effect is to raise the warranted 
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rate above the actual rate. This state of affairs sets up a de- 
pressing influence which will drag the actual rate progressively 
farther below the warranted rate. In this as in other cases, the 
movement of a dynamic determinant has an opposite effect on the 
warranted path of growth to that which it has on its actual path. 
How different from the order of events in static theory ! 

The reader may have some difficulty in the expression “ stimu- 


- lus to expansion.” What is the significance of this, in view of 


the fact that some growth is assumed as a basic condition? It 
must be remembered that the value of G depends on aggregates 
% and 2,. These are sums of numerous quantities for which 
individuals are responsible. It must be supposed that at all times 
some individuals are jogging on at a steady level, others are risking 
an increase of orders or output, others are willy-nilly curtailing. 
G is the resultant of their separate enterprises. Some are in 
any event likely to be disappointed. If G is equal io G,, it is to 
be supposed that the general level of enterprise undertaken in 
period 0, including in sum a certain increase over that in the 
preceding period, is found to be satisfactory. Those running 
short of stock balance those with surpluses. This justifies further 
action on similar lines, though the individuals increasing orders 
for stock in trade or planning new equipment in period 1 may not 
be identical in person with those doing so in period 0. If an ex- 
pansive force is in operation, more individuals, or individuals 
having greater weight, will be induced by their trading position - 
to venture increases than did so in the preceding period. Con- 
versely if a depressing force is in operation. 

The dynamic theory so far stated may be summed up in two 
propositions. (i) A unique warranted line of growth is determined 
jointly by the propensity to save and the quantity of capital 
required by technological and other considerations per unit 
increment of total output. Only if producers keep to this line 
will they find that on balance their production in each period has 
been neither excessive nor deficient. (ii) On either side of this 
line is a “‘ field ’ in which centrifugal forces operate, the magnitude 
of which varies directly as the distance of any point in it from the 
warranted line. Departure from the warranted line sets up an 
inducement to depart farther from it. The moving equilibrium 
of advance is thus a highly unstable one. 

The essential point here may be further explained by reference 
to the expressions over-production and under-production. The 
distinction between particular over-production and general over- 
production is well known. In the event of particular over- 
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production, there will normally be a tendency to reduce production 
of the particular line, and so equilibrium will be restored. We 
may define general over-production as a condition in which a 
majority of producers, or producers representing in sum the major 
part of production, find they have produced or ordered too much, 
in the sense that they or the distributors of their goods find them- 
selves in possession of an unwanted volume of stocks or equipment. 
By reference to the fundamental equation it appears that this state 
of things can only occur when the actual growth has been below 
the warranted growth—1.e., a condition of general over-production 
is the consequence of producers in sum producing too little. The 
only way in which this state of affairs could have been avoided 
would have been by producers in sum producing more than they 
did. Over-production is the consequence of production below 
the warranted level. Conversely, if producers find that they are 
continually running short of stocks and equipment, this means 
that they are producing above the warranted level. 

But the condition of over-production, or, as we should perhaps 
call it, apparent over-production, will lead to a curtailment of 
production or orders, or a reduction in the rate of increase on 
balance, and consequently, so long as the fundamental conditions 
governing the warranted rate are unchanged, to a larger gap 
between actual and warranted growth, and so to an intensification 
of the evils which the contraction was intended to cure. 

It must be noted that a rate of growth lying on either side of 
the warranted rate is regarded here as unwarranted. If the 
actual rate exceeds the warranted rate, producers on balance will 
not feel that they have produced or ordered too much; on 
the contrary, they will be running short of stocks and/or equip- 
ment. Thus they will not feel that they have produced the 
warranted amount plus something; on the contrary, they will 
feel that everything which they have produced has been warranted, 
and that they might warrantably have produced something more. 
None the less, we define their production as unwarrantably large, 
meaning by that that they have produced in excess of the unique 
amount which would leave them on balance satisfied with what 
they had done and prepared to go forward in the next period on 
similar lines. 

10. The foregoing demonstration of the inherent instability 
of the moving equilibrium, or warranted line of advance, depends 
on the assumption that the values of s and C are independent of 
the value of G. This is formally correct. The analysis relates to 
a single point of time. s is regarded as likely to vary with a 
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change in the size of income, but a change in the rate of growth 
at a given point of time has no effect on its size. C may also be 
expected to vary with the size of income, eg., owing to the 
occurrence of surplus capital capacity from time to time, but the 
same argument for regarding it as independent of the rate of 
growth at a particular point of time applies. 

It may be objected, however, that this method of analysis is 
too strict to be realistic, since the discovery that output is ex- 
cessive or deficient, and the consequent emergence of a depressing 
or stimulating force, takes some time, and in the interval required 
for a reaction to be produced an appreciable change in s or C may 
have occurred. 

Consider this with reference to an experimental increase in G 
above a warranted level. According to the theory of instability, 
any such experiment will be apparently over-justified, stocks or 
equipment running short in consequence of it. Is it possible that 
if resulting changes in the values of s or C are taken into account, 
this doctrine will have to be modified ? 

In order to justify modifying the doctrine, it would be necessary 
to show that, in consequence of the experimental increase, s was 
substantially increased or C reduced. It is unlikely that C would 
be reduced. The capital coefficient may often stand below the 
level appropriate to the technological conditions of the age, owing 
to the existence of surplus equipment. If this were so, the higher 
rate of output consequent upon the experimental increase would 
tend to raise C. A smaller proportion of firms would come to find 
their capacity redundant, and a larger proportion would have to 
support a greater turnover by ordering extra equipment. 

With saving the case is different. An expansion of activity 
might increase the proportion of income saved. What increase 
of saving is required for a modification of the instability theory ? 

This can be shown simply. Let x, be an experimental increase 
of output above the warranted level. Let s,, stand for the 
fraction of the consequential income saved. The instability 
principle requires that 

Cx, > 8mXe 
i.e., that 8m <C 


8 

+ 
This condition needs interpretation. Since C and G,, do not both 
appear in the equation, it is necessary to define the period by 
which G, is measured. This should be done by reference to the 
reaction time mentioned above—namely, the time required for 
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an undue accretion or depletion of capital goods to exert its in- 
fluence upon the flow of orders. If this reaction time is six months, 
then G, must be measured as growth per six months. 

Thus the instability condition requires that the fraction of 
marginal income saved shall not be more than the fraction of total 
income saved multiplied by the total income and divided by the 
increment of warranted income per six months. Thus if the 
warranted growth is 24 per cent. per annum, or 1} per cent. per 
six months, the instability principle requires that the fraction of 
marginal income saved must be less than eighty times the fraction 
of average income saved. Supposing that the high figure of 50 
per cent. is taken as the fraction of marginal income saved, the 
fraction of total income saved must be greater than five-eighths of 
1 per cent. Thus for any normal warranted rate of growth and 
level of saving, the instability principle seems quite secure. 

The force of this argument, however, is somewhat weakened 
when long-range capital outlay is taken into account. It will 
then appear that the attainment of a neutral or stable equilibrium 
of advance may not be altogether improbable in certain phases of 
the cycle. 

11. It should be noticed that the instability theory makes the 
empirical verification of the acceleration principle more arduous. 
For it leads to the expectation that in the upward phase of the 
cycle the actual rate will tend to run above the warranted rate, 
and tke accretion of capital to be less than that required by the 
acceleration principle; and conversely in the downward phase. 
Thus a finding that the volume of investment fluctuates less than 
is required by direct computation from the acceleration principle 
is consistent with the theory here set forth, in which, none the 
less, the acceleration principle is presented as a leading dynamic 
determinant. 

12. It is now expedient to introduce further terms into our 
equation to reduce the influence of the acceleration principle. 
Some outlays of capital have no direct relation to the current 
increase of output. They may be related to a prospective long- 
period increase of activity, and be but slightly influenced, if at all, 
by the current increase of trade. Or they may be induced by 
new inventions calculated to cheapen production or change 
consumers’ modes of spending their income, so that they are not 
related to increments of output, but are designed to revolutionise 
the methods for producing some portion of already existing output 
or to substitute one line of goods for another in the consumers’ 
budget. There are doubtless numerous factors, including the 
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state of confidence and the rate of interest affecting the volume of 
such outlay. It may suffice for the purpose in hand to divide it 
into two parts. 

One part, K, is conceived to be quite independent both of the 
current level of income and its current rate of growth. The other, 
expressed as a fraction of income, k, is conceived to vary with the 
current level of income, as distinct from its rate of growth. This 
seems a reasonable assumption. Long-period anticipations are 
bound to be influenced by the present state of prosperity or 
adversity : even public authorities are apt to reduce the volume 
of public works in a slump. Companies may relate their expendi- 
ture on long-range plans to the current state of their profit 
account. 

Having regard to the principle that the total increase of capital 
is equal to the total saving in the period, our fundamental equation 
may be modified as follows :— 





*—3=5 
G,, = 6 . (2)3 
nce WE Oe tae 
Cp Xo 
e—k-= 
2 ee Cc 


It must be noticed that C and C, now stand not for the total 
increase of capital (desired and actual, respectively) per unit 
increment of output, but only for the net increase of capital after 
the capital represented by k and K has been subtracted. 

It may be noticed that the larger the volume of outlay which 
will be sustained independently of the current rate of growth, the 
smaller is the warranted rate of growth. A larger part of savings 
being absorbed in such outlay, there will be a smaller part to be 
looked after by the acceleration principle. 

13. In the following pages the expression long-range capital 
outlay will be used for the magnitude denoted by xk + K. This 
must not be supposed to cover all investment in durable fixed 
equipment; for much of that is related to, and directly governed 
by, the current output of consumption goods. It refers only to 
that part of the output of fixed equipment the production of which 
is not governed by the current demand for consumption goods. 

If long-range capital outlay were large by comparison with that 
required to support the current increase in turnover of consumable 


+ 8%q = C,(x, — %) + kay + K 
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goods, the peculiar conditions defined in § 10 for the invalidity of 
the instability principle might in certain circumstances be realised. 
For the fraction of total income saved and devoted to the finance 
of the increase of current output might be very small compared 
with the fraction of marginal income saved. It is not, however, 
to be supposed thatit would normally be small enough toinvalidate 
the instability principle. For, with normal growth at 2} per cent., 
saving at 10 per cent., marginal saving at 50 per cent. and the 
reaction time 6 months, this would mean that fifteen-sixteenths 
of capital would normally be devoted to long-range capital outlay 
and only one-sixteenth would be directly associated with the 
current increase of output (cf. § 10). But such a situation might 
well arise in certain phases of the trade cycle, especially when 
capital capacity was redundant and saving low. In that case a 
stable equilibrium of advance might for a time be achieved. 

14. To complete the picture, foreign trade must be taken into 
account. It is reasonable to measure exports, including invisible 
exports and the earnings of foreign investments, in absolute 
terms. The value of income which may be earned in this way may 
be conceived to be independent both of the level of activity at 
home and of its growth (though in so far as the trade cycle is world- 
wide, its value will be de facto related to income). Let # stand 
for this value. Imports, on the other hand, are better taken as a 
fraction, i, of the current level of income. We then have, by 
parity of reasoning, 





G, = on toe he 


ul 


. E : , ‘ 
7 need not be equal to = ; the difference represents an international 


movement of capital. The influence of the various magnitudes on 
the warranted rate of growth is shown by the equation. 

15. The fundamental dynamic equation has been used to 
demonstrate the inherent tendency of the system to instability. 
Space forbids an application of this method of analysis to the 
successive phases of the trade cycle. In the course of it the 
values expressed by the symbols on the right-hand side of the 
equation undergo considerable change. As actual growth departs 

1 The principle now is that saving plus income expended on imports must be 
equal to the increase of capital in the country plus income derived from abroad. 
This is deducible from the fact that income derived from the sale of home made 
goods to consumers at home is equal to the income devoted to their purchase. 
Thus :— 


8Xq + ity = C(x, — %) + kag + K+ 
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upwards or downwards from the warranted level, the warranted 
rate itself moves, and may chase the actual rate in either direction. 
The maximum rates of advance or recession may be expected to 
occur at the moment when the chase is successful. 

For the convenience of the reader who may be tempted to 
experiment with this tool, it must be observed that C is always 
positive. Being the total quantity of capital required in con- 

* nection with increments (or decrements) of current output divided 
by the increment (or decrement) of that output, when the latter is 
negative the former is negative also, and the coefficient remains 
positive. C,, on the other hand, may be negative; it is not 
negative whenever there is a depletion of capital goods, but only 
when the amount of capital goods outstanding is moving in the 
opposite direction to the level of total output. 

The formula is not well adapted to dealing with the case of 
zero growth. But that matter is quite simple. Zero growth is 
only warranted when the amount of saving is equal to the amount 
required for long-range capital outlay. If the amount of saving 
exceeds this, there will be a tendency for output to decline, and 
conversely. 

It may be well to make one point with regard to a downward 
departure from the warranted position of sufficient importance 
to outlive one reaction time and bring the system within the field 
where the centrifugal forces have substantial strength. The 
downward lapse will then continue until the warranted rate, 
determined by the values on the right-hand side of the equation, 
itself moves down. This will happen when the numerator falls 
or the denominator rises. But in a phase of declining rate of 
growth the capital coefficient is not in general likely to rise. And 
so long as there is still some positive growth, albeit at a declining 
rate, the fraction of income saved is not likely to fall. Therefore, 
once the rate of growth is driven downwards from the warranted 
level, the warranted level is not itself likely to fall, or the down- 
ward movement therefore to be checked until the rate of growth 
becomes negative and the level of income recedes. Now, if the 
actual rate is standing below the warranted rate, the centrifugal 
force will continue to operate, driving the actual rate progressively 
downwards, unless or until the warranted rate itself falls to a 
level as low as the actual rate. But, since the actual rate is now 
negative, this cannot happen until the numerator of the right- 


1 This idea is analogous to that propounded by Mr. D. H. Robertson that the 
‘* natural ’’ rate of interest may be expected to vary in the different phases of the 
trade cycle. Cf. Economic JouRNAL, December 1934. 
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hand side of the equation becomes negative—that is, until 
saving falls below the level required for long-range capital 
outlay. 

16. Alongside the concept of warranted rate of growth we may 
introduce another, to be called the natural rate of growth. This is 
the maximum rate of growth allowed by the increase of population, 
accumulation of capital, technological improvement and the work/ 
leisure preference schedule, supposing that there is always full 
employment in some sense. 

There is no inherent tendency for these two rates to coincide. 
Indeed, there is no unique warranted rate; the value of warranted 
rate depends upon the phase of the trade cycle and the level of 
activity. 

Consideration may be given to that warranted rate which would 
obtain in conditions of fullemployment; this may be regarded as 
the warranted rate “‘ proper” to the economy. Prima facie it 
might be supposed healthier to have the “ proper’ warranted 
rate above than below the natural rate. But this is 
very doubtful. 

The system cannot advance more quickly than the natural 
rate allows. If the proper warranted rate is above this, there 
will be a chronic tendency to depression; the depressions drag 
down the warranted rate below its proper level, and so keep its 
average value over a term of years down to the natural rate. But 
this reduction of the warranted rate is only achieved by having 
chronic unemployment. 

The warranted rate is dragged down by depression; it may 
be twisted upwards by an inflation of prices and profit. If the 
proper rate is below the natural rate, the average value of the 
warranted rate may be sustained above its proper level over a 
term of years by a succession of profit booms. 

Thus each state of affairs has its appropriate evils. There is 
much to be said for the view that it is better that the proper 
warranted rate should be lower rather than higher than the 
natural rate. 

17. In order fully to grasp the dynamic principle, it is necessary 
to bear in mind that changes in fundamental conditions have 
opposite effects on the actual rate and the warranted rate. An 
increased amount of long-range capital outlay, an increase in the 
capital coefficient, an increase in the propensity to consume, and 
an increase in the active balance on international account, or a 
decline in the passive balance, are all properly thought to have a 
stimulating effect on the system. But they all tend, as may 
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readily be seen from the equation, to reduce the warranted rate. 
This paradox may be readily explained. 

Suppose that one of these stimulants begins to operate when 
the actual rate is equal to the warranted rate. By depressing the 
warranted rate, it drags that down below the actual rate, and so 
automatically brings the actual rate into the field of centrifugal 
forces, driving it away from the warranted rate—that is, in 

-this case, upwards. Thus the stimulant causes the system to 
expand. 

It must not be inferred that these stimulants are only of 
temporary benefit. For it may be healthy for an economy to 
have its proper warranted rate reduced. This is likely to be so 
when its proper warranted rate is tending to be above the natural 
rate.1 The long-run value of the stimulant can only be assessed 
if it is known whether, in its absence, the proper warranted rate is 
running above or below the natural rate. 

It is often felt that a high propensity to save should warrant 
a great increase in the output of wealth, and this induces an 
extreme aversion to accept Mr. Keynes’ view that excessive saving 
in the modern age is hostile to prosperity. The feeling is justified 
to the extent that higher propensity to save does, in fact, warrant 
a higher rate of growth. Trouble arises if the rate of growth 
which it warrants is greater than that which the increase of 
population and the increase of technical capacity render per- 
manently possible. And the fundamental paradox is that the 
more ambitious the rate warranted is, the greater the probability 
that the actual output will from time to time, and even persistently 
fall below that which the productive capacity of the population 
would allow. 

18. Policy in this field is usually appraised by reference to its 
power to combat tendencies to oscillation. Our demonstration 
of the inherent instability of the dynamic equilibrium confirms 
the importance of this. But there are two points to be noticed 
in this connection. 1. The nature of the measures suitable 
for combating the tendency to oscillate may depend on whether 
the natural rate is above or below the proper warranted rate. 
2. In addition to dealing with the tendency to oscillation when it 
occurs, it may be desirable to have a long-range policy designed to 


1 This may be the most fundamental rational explanation of the common 
view that it is dangerous for an old country to be a large importer of capital. For 
this involves a high warranted rate of growth, and it is dangerous to have a high 
warranted rate when the natural rate is low. Per contra for a young country, 
whose natural rate is high, it is considered healthy and proper to have a large 
import of capital. 
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influence the relation between the proper warranted rate of 
growth and the natural rate. 

If, in the absence of interference, the proper warranted rate is 
substantially above the natural rate, the difficulties may be too 
great to be dealt with by a mere anti-cycle policy. In the first 
place, there is the probability of a slump occurring before full 
employment is reached, since during the revival the warranted 
rate may be dangerously near the actual rate, and liable at any 
time to overpass it, thus generating depression. Secondly, there 
is an acute problem if the actual rate reaches the ceiling of full 
employment and is depressed to the natural rate, and therefore 
below the warranted rate. An attempt may then be made to drag 
down the warranted rate below its normal level by increasing 
public works (K). But the difficulty of the proper warranted 
rate being above the natural rate will be chronic, and this means 
that only by keeping in being a large and growing volume of public 
works can the slump be prevented. In fine, the anti-cycle policy 
has to be converted into a permanent policy for keeping down the 
proper warranted rate. 

19. The ideal policy would be to manipulate the proper war- 
ranted rate so that it should be equal to the natural rate. If this 
could be achieved—but in fact only a rough approximation would 
be possible—an anti-cycle policy would none the less be an indis- 
pensable supplement. For the warranted rate is bound to be 
disturbed by the varying incidence of inventions and fluctuations 
in the foreign account. An anti-cycle policy would be necessary 
to combat the run-away forces which come into being as soon as 
a substantial change occurs in the warranted rate. 

20. A low rate of interest makes for a low warranted rate of 
increase, by encouraging high values of K and C and, possibly 
also, by having a depressing influence on s. Since the effects of 
changes in the rate of interest are probably slow-working, it may 
be wise to use the rate of interest as a long-range weapon for 
reducing the warranted rate of growth, and to reserve suitable 
public works for use against the cycle. It is not suggested, 
however, that a low rate of interest has sufficient power of its 
own to keep down the warranted rate without the assistance of a 
programme of public works to be kept permanently in operation. 

If permanent public works activity and a low long-term rate 
availed to bring the proper warranted rate into line with the 
natural rate, variations in the short-term rate of interest might 
come into their own again as an ancillary method of dealing with 


oscillations. 
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21. This essay has only touched in the most tentative way on 
a small fraction of the problems, theoretical and practical, of 
which the enunciation of a dynamic theory suggests the formula- 
tion. In the last paragraph it was implicitly hinted that our 
present situation is one of a relatively high proper warranted rate. 
The evidence for this comes from inside and outside the dynamic 
theory itself. According to the dynamic theory, the tendency of 
a system to relapse into depression before full employment is 
reached in the boom suggests that its proper warranted rate 
exceeds its natural rate. Outside evidence includes the known 
decline in the growth of population, which involves a decline in 
the natural rate. More controversial points are the tendency of 
a more wealthy population to save a larger fraction of its income 
(high value of s involves high warranted rate), and the tendency 
of modern progress to depress rather than elevate the value of C 
(low value of C involves high warranted rate). 

The main object of this article, however, is to present a tool 
of analysis, not to diagnose present conditions. 

R. F. Harrop 


Christ Church, Oxford. 


No. 193.--voL. XLIx. D 








RELATIVE MOVEMENTS OF REAL WAGES AND OUTPUT 


AN article by Mr. J. G. Dunlop in this JourRNAL (Sept. 1938, 
Vol. XLVIII, p. 413) on “The Movement of Real and Money 
Wage Rates,” and the note by Mr. L. Tarshis printed below 
(p. 150), clearly indicate that a common belief to which I acceded 
in my ‘General Theory of Employment” (p. 10) needs to be 
reconsidered. I there said : 

“Tt would be interesting to see the results of a statistical 
enquiry into the actual relationship between changes in 
money wages and changes in real wages. In the case of a 
change peculiar to a particular industry one would expect the 
change in rea] wages to be in the same direction as the change 
in money wages. But in the case of changes in the general 
level of wages, it will be found, I think, that the change 
in real wages associated with a change in money wages, so 
far from being usually in the same direction, is almost always 
in the opposite direction. ... This is because, in the short 
period, falling money wages and rising real wages are each, 
for independent reasons, likely to accompany decreasing 
employment ; labour being readier to accept wage-cuts when 
employment is falling off, yet real wages inevitably rising in 
the same circumstances on account of the increasing marginal 
return to a given capital equipment when output is 
diminished.” 

But Mr. Dunlop’s investigations into the British statistics 
appear to show that, when money wages are rising, real wages 
have usually risen also; whilst, when money wages are falling, 
real wages are no more likely to rise than to fall. And Mr. Tarshis 
has reached broadly similar results in respect of recent years in 
the United States. 

In the passage quoted above from my “ General Theory ” 
I was accepting, without taking care to check the facts for myself, 
a belief which has been widely held by British economists up to 
the last year or two. Since the material on which Mr. Dunlop 
mainly depends—namely, the indices of real and money wages 
prepared by Mr. G. H. Wood and Prof. Bowley—have been 
available to all of us for many years, it is strange that the 
correction has not been made before.2 But the underlying 


1 Cf. also his article on ‘‘ Real Wages in the United States and Great Britain,” 


published in The Canadian Journal of Economics for August 1938. 
2 Cf., however, the reference given below (p. 38) to Prof. Pigou’s ‘‘ Industrial 


Fluctuations.” 
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problem is not simple, and is not completely disposed of by the 
statistical studies in question. 

First of all it is necessary to distinguish between two different 
problems. In the passage quoted above I was dealing with the 
reaction of real wages to changes in output, and had in mind 
situations where changes in real and money wages were a reflection 
of changes in the level of employment caused by changes in 

- effective demand. This is, in fact, the case which, if I under- 
stand them rightly, Mr. Dunlop and Mr. Tarshis have primarily 
in view.! But there is also the case where changes in wages 
reflect changes in prices or in the conditions governing the wage 
bargain which do not correspond to, or are not primarily the 
result of, changes in the level of output and employment and 
are not caused by (though they may cause) changes in effective 
demand. This question I discussed in a different part of my 
“General Theory’ (namely Chapter 19, ‘‘ Changes in Money 
Wages ”’), where I reached the conclusion that wage changes, 
which are not in the first instance due to changes in output, 
have complex reactions on output which may be in either 
direction according to circumstances and about which it is 
difficult to generalise. It is with the first problem only that I 
am concerned in what follows.? 

The question of the influence on real wages of periods of boom 
and depression has a long history. But we need not go farther 
back than the period of the ’eighties and ‘nineties of the last 
century, when it was the subject of investigation by various 
official bodies before which Marshall gave evidence or in the work 
of which he took part. Iwas myself brought up upon the evidence 
he gave before the Gold and Silver Commission in 1887 and the 
Indian Currency Committee in 1899.3 It is not always clear 
whether Marshall has in mind a rise in money wages associated 
with a rise in output, or one which merely reflects a change in 
prices (due, for example, to a change in the standard which was 


1 See, however, the post-scriptum to Mr. Tarshis’s note to which I refer further 
below. 

? In his “‘ Essays in the Theory of Economic Fluctuations,” to which I shall 
have occasion to refer below, Dr. Kalecki deals with the relation between real 
wages and output in the essay entitled ‘“‘ The Distribution of the National Income.”’ 
But it is with the other problem that he is primarily concerned in the essay 
entitled ‘‘ Money and Real Wages.”’ 

3 Marshall’s contributions to official inquiries from 1886 to 1903 we used to 
regard as constituting, together with the ‘ Principles,’’ his most important 
and valuable work. Re-reading his “‘ Official Papers” to-day, I find this con- 
firmed. Yet his ‘‘ Official Papers,’’ published by the Royal Economic Society 
in 1926 (still obtainable by members at 5s.), has had a negligible circulation 
compared with any of his other works. 

D2 
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the particular subject on which he was giving evidence); but in 
some passages it is evident that he is dealing with changes in real 
wages at times when output is expanding. It is clear, however, 
that his conclusion is based, not like some later arguments on @ 
priori grounds arising out of increasing marginal cost in the 
short period, but on statistical grounds which showed—so he 
thought—that in the short period wages were stickier than 
prices. In his preliminary memorandum for the Gold and Silver 
Commission (“ Official Papers,’ p. 19) he wrote: ‘(During a 
slow and gradual fall of prices) a powerful friction tends to prevent 
money wages in most trades from falling as fast as prices; and 
this tends almost imperceptibly to establish a higher standard 
of living among the working classes, and to diminish the 
inequalities of wealth. These benefits are often ignored; but 
in my opinion they are often nearly as important as the evils 
which result from that gradual fall of prices which is sometimes 
called a depression of trade.””’ And when Mr. Chaplin asked 
him (op. cit., p. 99), “ You think that during a period of depression 
the employed working classes have been getting more than they 
did before?” he replied, “‘ More than they did before, on the 
average.” 

Subsequently, as appears from an important letter of April 
1897 (hitherto unpublished) to Foxwell,! who held somewhat 
strongly the opposite opinion, Marshall’s opinion became rather 
more tentative; though the following extract refers more to his 
general attitude towards rising prices than to their particular 
effect on real wages :— 


“You know, my views on this matter are (a) not very 
confident, (b) not very warmly advocated by me, (c) not very 
old, (d) based entirely on non-academic arguments & 
observation. 

In the years 68 to 77 I was strongly on the side you now 
advocate. The observation of events in Bristol made me 
doubt. In 85, or 86 I wrote a Mem® for the Com" on 
Depression showing a slight preference for rising prices. 
But in the following two years I studied the matter closely, 
I read and analysed the evidence of business men before that 
Commission; & by the time the Gold & Silver Commission 
came, I had just turned the corner. 

Since then I have read a great deal, but almost exclusively 
of a non-academic order on the subject: & was thinking 
about it during a great part of the evidence given by business 
men & working men before the Labour Commission. I 


1 Endorsed by Foxwell—‘: Marshall, a very characteristic letter on the 
question of rising and falling prices, among other matters.”’ 
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have found a good deal that is new to strengthen my new 
conviction, nothing to shake it. I am far from certain I am 
right. I am absolutely certain that the evidence brought 
forward in print to the contrary in England and America 
(I have not read largely for other countries) does not prove 
what it claims to, & does not meet or anticipate my 
arguments, in the simple way you seem to imagine.” 


Shortly afterwards he began to work at his evidence for the 
’ Indian Currency Committee which seems to have had the effect 
of confirming him in his previous opinion. His final considered 
opinion is given in Question 11,781 :—? 


“T will confess that, for ten or fifteen years after I began 
to study political economy, I held the common doctrine, that 
a rise of prices was generally beneficial to business men 
directly, and indirectly to the working classes. But, after 
that time, I changed my views, and I have been confirmed 
in my new opinions by finding that they are largely held in 
America, which has recently passed through experiences 
somewhat similar to those of England early in the century. 
The reasons for the change in my opinion are rather long, 
and I gave them at some length before the Gold and Silver 
Commission. I think, perhaps, I had better content myself 
now with calling your attention to the fact that the statistical 
aspect of the matter is in a different position now. The 
assertions that a rise in prices increased the real wages of 
the worker were so consonant with the common opinion of 
people who had not specially studied the matter, that it was 
accepted almost as an axiom; but, within the last ten years, 
the statistics of wages have been carried so far in certain 
countries, and especially in England and America, that we 
are able to bring it to the test. I have accumulated a great 
number of facts, but nearly everything I have accumulated 
is implied in this table. It is copied from the article by Mr. 
Bowley in the Economic Journat for last December. It 
is the result of work that has been going on for a number 
of years, and seems to me to be practically decisive. It 
collects the average wages in England from the year 1844 to 
the year 1891, and then calculates what purchasing power 
the wages would give at the different times, and it shows 
that the rise of real wages after 1873 when prices were falling 
was greater than before 1873 when prices were rising.” 


Here follows a table from Prof. Bowley’s article in this JouRNAL 
for Dec. 1898. Marshall’s final conclusion was crystallised in 
a passage in the “ Principles ” (Bk. VI, Ch. viii, § 6) :-— 

(When prices rise the employer) “ will therefore be more 


able and more willing to pay the high wages; and wages will 
tend upwards. But experience shows that (whether they 


1 “* Official Papers,’’ pp. 284-288. 
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are governed by sliding scales or not) they seldom rise as 
much in proportion as prices; and therefore they do not 
rise nearly as much in proportion as profits.”’ 

Although Marshall’s evidence before the Indian Currency 
Committee was given in 1899, Prof. Bowley’s statistics on which 
he was relying do not relate effectively to a date later than 1891 
(or 1893 at latest). It is clear, I think, that Marshall’s generalisa- 
tion was based on experience from 1880 to 1886 which did in fact 
bear it out. If we divide the years from 1880 to 1914 into 
successive periods of recovery and depression, the broad result, 
allowing for trend, appears to be as follows :— 


Real Wages. 


1880-1884. Recovery. ‘ ‘ . Falling. 
1884-1886. Depression . , ; . Rising. 
1886-1890. Recovery. ‘ ° . Rising. 
1890-1896. Depression . ‘ : . Failing. 
1896-1899. Recovery . ‘ : . Rising. 
1899-1905. Depression . : : . Falling. 
1905-1907. Recovery. . ; . Rising. 
1907-1910. Depression . ‘ : . Falling. 
1910-1914. Recovery. . : - Rising. 


According to this, Marshall’s generalisation holds for the periods 
from 1880 to 1884 and from 1884 to 1886, but for no subsequent 
periods.! It seems that we have been living all these years on a 
generalisation which held good, by exception, in the years 1880-86, 
which was the formative period in Marshall’s thought in this 
matter, but has never once held good in the fifty years since he 
crystallised it! For Marshall’s view mainly prevailed, and 
Foxwell’s contrary opinion was discarded as the heresy of an 
inflationist. It is to be observed that Marshall offered his 
generalisation merely as an observed statistical fact, and, beyond 
explaining it as probably due to wages being stickier than prices, 
he did not attempt to support it by @ priori reasoning. The fact 
that it has survived as a dogma confidently accepted by my 
generation must be explained, I think, by the more theoretical 
support which it has subsequantly received. 

To my statement that Marshall’s generalisation has remained 
uncorrected until recently there is, however, an important 
exception. In his “ Industrial Fluctuations,’ published in 1927, 
Professor Pigou pointed out (p. 217) that “‘ the upper halves of 
trade cycles have, on the whole, been associated with higher 
rates of real wages than the lower halves,” and he printed in 

1 I compiled this table, as a check, independently of Mr. Dunlop’s table, loc. 
cit., p. 419. But it only serves to confirm his more accurate version. According 


to him, trend eliminated, real wages fell 3 per cent. in the recovery culminating 
in 1883 or 1884 and rose 2-7 per cent. in the depression from 1884 to 1886. 
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support of this a large scale chart for the period from 1850 to 1910. 
Subsequently, however, he seems to have reverted to the 
Marshallian tradition, and in his “ Theory of Unemployment,” 
published in 1933, he writes (p. 296) :-— 
“In general, the translation of inertia from real wage- 
rates to money wage-rates causes real rates to move in a 
manner not compensatory, but complementary, to move- 
ments in the real demand function. Real wage-rates not 
merely fail to fall when the real demand for labour is falling, 
but actually rise; and, in like manner, when the real demand 
for labour is expanding, real wage-rates fall.” 
About that time M. Rueff had attracted much attention by the 
publication of statistics which purported to show that a rise 
in real wages tended to go with an increase in unemployment. 
Prof. Pigou points out that these statistics are vitiated by the 
fact that M. Rueff divided money wages by the wholesale index 
instead of by the cost-of-living index, and he does not agree with 
M. Rueff that the observed rise in real wages was the main cause 
of the increased unemployment with which it was associated. 
But he concludes, nevertheless (p. 300), on a balance of considera- 
tions, that “‘ there can be little doubt that in modern industrial 
communities this latter tendency (i.e., for shifts in real demand 
to be associated with shifts in the opposite sense in the rate of 
real wages for which work people stipulate) is predominant.” 

Like Marshall, Prof. Pigou based his conclusion primarily 
on the stickiness of money wages relatively to prices. But my 
own readiness to accept the prevailing generalisation, at the 
time when I was writing my “General Theory,” was much 
influenced by an a priori argument, which had recently won wide 
acceptance, to be found in Mr. R. F. Kahn’s article on “‘ The 
Relation of Home Investment to Employment,” published in the 
Economic JourNAL for June, 1931.1 The supposed empirical 
fact, that in the short period real wages tend to move in the 
opposite direction to the level of output, appeared, that is to 
say, to be in conformity with the more fundamental general- 
isations that industry is subject to increasing marginal cost 
in the short period, that for a closed? system as a whole marginal 
cost in the short period is substantially the same thing as 
marginal wage cost, and that in competitive conditions prices 

1 Passim; see particularly pp. 178, 182. It was Mr. Kahn who first attacked 
the relation of the general level of prices to wages in the same way as that in which 
that of particular prices has always been handled, namely as a problem of demand 


and supply in the short period rather than as a result to be derived from monetary 


factors. 
® The qualifications required, if the system is not closed, are dealt with below. 
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are governed by marginal cost; all this being subject, of course, 
to various qualifications in particular cases, but remaining a 
reliable generalisation by and large. 

I now recognise that the conclusion is too simple, and does 
not allow sufficiently for the complexity of the facts. But I still 
hold to the main structure of the argument, and believe that it needs 
to be amended rather than discarded. That I was an easy victim 
of the traditional conclusion because it fitted my theory is the 
opposite of the truth. For my own theory this conclusion was 
inconvenient, since it had a tendency to offset the influence of 
the main forces which I was discussing and made it necessary for 
me to introduce qualifications, which I need not have troubled 
with if I could have adopted the contrary generalisation favoured 
by Foxwell, Mr. Dunlop and Mr. Tarshis. In particular, the 
traditional conclusion played an important part, it will be 
remembered, in the discussions, some ten years ago, as to the effect 
of expansionist policies on employment, at a time when I had not 
developed my own argument in as complete a form as I did 
subsequently. I was already arguing at that time that the good 
effect of an expansionist investment policy on employment, the 
fact of which no one denied, was due to the stimulant which it 
gave to effective demand. Prof. Pigou, on the other hand, and 
many other economists explained the observed result by the 
reduction in real wages covertly effected by the rise in prices which 
ensued on the increase in effective demand. It was held that 
public investment policies (and also an improvement in the 
trade balance through tariffs) produced their effect by deceiving, 
so to speak, the working classes into accepting a lower real 
wage, effecting by this means the same favourable influence 
on employment which, according to these economists, would 
have resulted from a more direct attack on real wages 
(e.g., by reducing money wages whilst enforcing a _ credit 
policy calculated to leave prices unchanged). If the falling 
tendency of real wages in periods of rising demand is denied, 
this alternative explanation must, of course, fall to the ground. 
Since I shared at the time the prevailing belief as to the facts, I 
was not in a position to make this denial. If, however, it proves 
right to adopt the contrary generalisation, it would be possible to 
simplify considerably the more complicated version of my funda- 
mental explanation which I have expounded in my “ General 
Theory.” 1 My practical conclusions would have, in that case, 


1 Particularly in Chapter 2, which is the portion of my book which most 
needs to be revised. 
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a fortiori force. If we can advance farther on the road towards 
full employment than I had previously supposed without seriously 
affecting real hourly wages or the rate of profits per unit of output, 
the warnings of the anti-expansionists need cause us less anxiety. 

Nevertheless, we should, I submit, hesitate somewhat and 
carry our inquiries further before we discard too much of our 
former conclusions which, subject to the right qualifications, have 
é priori support and have survived for many years the scrutiny of 
experience and common sense. I offer,! therefore, for further 
statistical investigation an analysis of the elements of the problem 
with a view to discovering at what points the weaknesses of the 
former argument emerge. There are five heads which deserve 
separate consideration. 


I 


First of all, are the statistics on which Mr. Dunlop and Mr. 
Tarshis are relying sufficiently accurate and sufficiently uniform 
in their indications to form the basis of a reliable induction ? 

For example, in so recent a compilation as the League of 
Nations “ World Economic Survey 1937-38,’ prepared by 
Mr. J. E. Meade, the traditional conclusion receives support, not 
on a@ priori grounds, but on the basis of the most recently available 
statistics. I quote the following from pp. 54-55 :— 


During the great depression after 1929, the demand for 
goods and services diminished, and in consequence the price 
of commodities fell rapidly. In most countries, as can 
be seen from the graph on page 52, hourly money wages were 
reduced as the demand for labour fell; but in every case 
there was a greater fall in prices, so that hourly real wages 
rose. . . . (It is then explained that the same was not true 
of weekly wages.) . . . Since the recovery, the opposite 
movements may be observed. In most countries, increased 
demand for goods and services has caused commodity prices 
to rise more rapidly than hourly money wages, and the 
hourly real wage has fallen. . . . In the United States ? 
and France,* however, the rise in money wages was so rapid 
between 1936 and 1937 that the hourly real wage continued 
to rise. ... When real hourly wages are raised—.e., 
when the margin between commodity prices and the money- 
wage cost becomes less favourable—employers are likely to 
diminish the amount of employment which they offer to 
labour. While there were, no doubt, other influences 


1 In amplification of Mr. Dunlop’s useful summary at the end of his article 
(loc. cit., pp. 431-3). 
2 [Probably as a result of the New Deal.] 
3 Explained as being due to the forty-hour week. 
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affecting the demand for labour, the importance of this 
factor is well illustrated by the graph on page 53. In the 
case of all the countries represented for which information 
is available, the fall in commodity prices between 1929 and 
1932 caused a rise in the hourly real wage, and this was 


accompanied by a diminution in employment... (it is 
shown that on the recovery there has been a greater variety 
of experience). . . . 


This authoritative study having international scope indicates 
that the new generalisations must be accepted with reserve. In 
any case Mr. Tarshis’s scatter diagram printed below (p. 150), whilst 
it shows a definite preponderance in the south-west and north- 
east compartments and a high coefficient of association, includes 
a considerable number of divergent cases, and the absolute range 
of most of the scatter is extremely small, with a marked clustering 
in the neighbourhood of the zero line for changes in real wages; 
and much the same is true of Mr. Dunlop’s results. The great 
majority of Mr. Tarshis’s observations relate to changes of less 
than 1-5 percent. In the introduction to his “‘ Wages and Income 
in the United Kingdom since 1860,” Prof. Bowley indicates that 
this is probably less than the margin of error for statistics of this 
kind. This general conclusion is reinforced by the fact that it is 
hourly wages which are relevant in the present context, for which 
accurate statistics are not available. Moreover, in the post- 
scriptum to his note, Mr. Tarshis explains that whilst real wages 
tend to move in the same direction as money wages, they move in 
the opposite direction, though only slightly, to the level of output 
as measured by man-hours of employment; from which it appears 
that Mr. Tarshis’s final result is in conformity with my original 
assumption, which is, of course, concerned with hourly wages. 
It seems possible, therefore, taking account of Mr. Meade’s results, 
that I may not, after all, have been seriously wrong. 

Furthermore, for reasons given below, it is important to 
separate the observations according as the absolute level of em- 
ployment is distinctly good or only mediocre. It may be that we 
can analyse our results so as to give two distinct generalisations 
according to the absolute level reached by employment. If, at the 
present stage of the inquiry, we are to make any single statistical 
generalisation, I should prefer one to the effect that, for fluctuations 
within the range which has been usual in the periods investigated 
which seldom approach conditions of full employment, short-period 


1 It is possible that Mr. Meade has been more successful than Mr. Dunlop in 
using hourly wages, and that this explains some discrepancies in their conclusions. 
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changes in real wages are usually so small compared with the 
changes in other factors that we shall not often go far wrong 
if we treat real wages as substantially constant in the short period 
(a very helpful simplification if it is justified). The conclusion, 
that changes in real wages are not usually an important factor in 
short-period fluctuations until the point of full employment is 
approaching, is one which has been already reached by Dr. 
Kalecki on the basis of his own investigations. 


II 


It may be that we have under-estimated the quantitative 
effect of a factor of which we have always been aware. Our 
argument assumed that, broadly speaking, labour is remunerated 
in terms of its own composite product, or at least that the price 
of wage-goods moves in the same way as the price of output as a 
whole. But no one has supposed that this was strictly the case 
or was better than an approximation; and it may be that the 
proportion of wage-goods, which are not the current product of 
the labour in question and the prices of which are not governed 
by the marginal cost of such product, is so great as to interfere 
with the reliability of our approximation. House-rent and goods 
imported on changing terms of trade are leading examples of 
this factor. If in the short period rents are constant and the 
terms of trade tend to improve when money wages rise and to 
deteriorate when money wages fall, our conclusion will be upset 
in practice in spite of the rest of our premisses holding good. 

In the case of this country one has been in the habit of 
supposing that these two factors have in fact tended to offset one 
another, though the opposite might be the case in the raw- 
material countries. For whereas rents, being largely fixed, 
rise and fall less than money wages, the price of imported food- 
stuffs tends to rise more than money wages in periods of activity 
and to fall more in periods of depression. At any rate both 
Mr. Dunlop and Mr. Tarshis claim to show that fluctuations in the 
terms of trade (terms of foreign trade in Mr. Dunlop’s Britjsh 
inquiry and terms of trade between industry and agriculture in 
Mr. Tarshis’s American inquiry) are not sufficient to affect the 
general tendency of their results, though they clearly modify them 
quantitatively to a considerable extent.? Nevertheless, the effect 


1 “* The Determinants of Distribution of the National Income ”’ Econometrica, 
April 1938, p. 102, now reprinted in his ‘‘ Essays in the Theory of Economic 
Fluctuations.”’ 

2 Cf. Dunlop, loc. cit., p. 417. 
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of expenditure on items such as rent, gas, electricity, water, 
transport, etc., of which the prices do not change materially in 
the short period, needs to be separately calculated before we can 
be clear. If it should emerge that it is this factor which explains 
the results, the rest of our fundamental generalisations would 
remain undisturbed. It is important, therefore, if we are to 
understand the situation, that the statisticians should endeavour 
to calculate wages in terms of the actual product of the labour 
in question. 
Ill 

Has the identification of marginal cost with marginal wage cost 
introduced a relevant error? In my “General Theory of 
Employment,” chapter 6 (appendix), I have argued that this 
identification is dangerous in that it ignores a factor which I have 
called ‘‘ marginal user cost.” It is unlikely, however, that this 
can help us in the present context. For marginal user cost is 
likely to increase when output is increasing, so that this factor 
would work in the opposite direction from that required to explain 
our present problem, and would be an additional reason for 
expecting prices to rise more than wages. Indeed, one would, 
on general grounds, expect marginal total cost to increase 
more, and not less, than marginal wage cost. 


IV 

Is it the assumption of increasing marginal real cost in the 
short period which we ought to suspect? Mr. Tarshis finds 
part of the explanation here; and Dr. Kalecki is inclined to infer 
approximately constant marginal real cost.1 But there is an 
important distinction which we have to make. We should all 
agree that if we start from a level of output very greatly below 
capacity, so that even the most efficient plant and labour are only 
partially employed, marginal real cost may be expected to decline 
with increasing output, or, at the worst, remain constant. But 
a point must surely come, long before plant and labour are fully 
employed, when less efficient plant and labour have to be brought 
into commission or the efficient organisation employed beyond 
the optimum degree of intensiveness. Even if one concedes 
that the course of the short-period marginal cost curve is down- 
wards in its early reaches, Mr. Kahn’s assumption that it 
eventually turns upwards is, on general common-sense grounds, 
surely beyond reasonable question; and that this happens, more- 
over, on a part of the curve which is highly relevant for practical 


1 Loe. cit. 
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purposes. Certainly it would require more convincing evidence 
than yet exists to persuade me to give up this presumption. 

Nevertheless, it is of great practical importance that the 
statisticians should endeavour to determine at what level of 
employment and output the short-period marginal-cost curve 
for the composite product as a whole begins to turn upward and 
how sharply it rises after the turning-point has been reached. 
This knowledge is essential for the interpretation of the trade cycle. 
It is for this reason that I suggested above that the observations 
of the relative movement of real and money wages should be 
separately classified according to the average level of employment 
which had been reached. 

It may prove, indeed, at any rate in the case of statistics 
relating to recent years, that the level of employment has been 
preponderantly so low that we have been living more often than 
not on the reaches of the curve before the critical point of upturn 
has been attained. It should be noticed that Mr. Tarsbis’s 
American figures relate only to the period from 1932 to 1938, 
during the whole of which period there has been such intense 
unemployment in the United States, both of labour and of plant, 
that it would be quite plausible to suppose that the critical point 
of the marginal cost curve had never been reached. If this has 
been the case, it is important that we should know it. But such 
an experience must not mislead us into supposing that this must 
necessarily be the case, or into forgetting the sharply different 
theory which becomes applicable after the turning-point has been 
reached. 

If, indeed, the shape of the marginal-cost curve proves to be 
such that we tend to be living, with conditions as they are at 
present, more often to the left than to the right of its critical 
point, the practical case for a planned expansionist policy is 
considerably reinforced; for many caveats to which we must 
attend after this point has been reached can be, in that case, 
frequently neglected. In taking it as my general assumption 
that we are often on the right of the critical point, I have been 
taking the case in which the practical policy which I have 
advocated needs the most careful handling. In particular the 
warnings given, quite rightly, by Mr. D. H. Robertson of the 
dangers which may arise when we encourage or allow the activity 
of the system to advance too rapidly along the upward slopes of 
the marginal-cost curve towards the goal of full employment, can 
be more often neglected, for the time being at least, when the 
assumption which I have previously admitted as normal and 
reasonable is abandoned. 
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V 

There remains the question whether the mistake lies in the 
approximate identification of marginal cost with price, or rather 
in the assumption that for output as a whole they bear a more 
or less proportionate relationship to one another irrespective of the 
intensity of output. For it may be the case that the practical 
workings of the laws of imperfect competition in the modern 
quasi-competitive system are such that, when output increases and 
money wages rise, prices rise less than in proportion to the increase 
in marginal money cost. It is scarcely likely, perhaps, that the 
narrowing gap could be sufficient to prevent a decline in real wages 
in a phase in which marginal real cost was increasing rapidly. 
But it might be sufficient to offset the effect on real wages of 
a modest rise in marginal real cost, and even to dominate the 
situation in the event of the marginal real cost curve proving to be 
almost horizontal over a substantial portion of its relevant length. 

It is evidently possible that some such factor should exist. 
It might be, in a sense, merely an extension of the stickiness of 
prices of which we have already taken account in II above. Apart 
from those prices which are virtually constant in the short period, 
there are obviously many others which are, for various reasons, 
more or less sticky. But this factor would be particularly likely 
to emerge when output increases, in so far as producers are 
influenced in their practical price policies and in their exploitation 
of the opportunities given them by the imperfections of 
competition, by their long-period average cost, and are less 
attentive than economists to their short-period marginal cost. 
Indeed, it is rare for anyone but an economist to suppose that 
price is predominantly governed by marginal cost. Most business 
men are surprised by the suggestion that it is a close calculation 
of short-period marginal cost or of marginal revenue which 
should dominate their price policies. They maintain that such a 
policy would rapidly land in bankruptcy anyone who practised it. 
And if it is true that they are producing more often than not on a 
scale at which marginal cost is falling with an increase in output, 
they would clearly be right; for it would be only on rare occasions 
that they would be collecting anything whatever towards their 
overhead. It is, beyond doubt, the practical assumption of the 
producer that his price policy ought to be influenced by the fact 
that he is normally operating subject to decreasing average cost, 
even if in the short-period his marginal cost is rising. His effort 
is to maintain prices when output falls and, when output increases, 
he may raise them by less than the full amount required to offset 
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higher costs including higher wages. He would admit that this, 
regarded by him as the reasonable, prudent and far-sighted 
policy, goes by the board when, at the height of the boom, he 
is overwhelmed by more orders than he can supply; but even so 
he is filled with foreboding as to the ultimate consequences of his 
being forced so far from the right and reasonable policy of fixing 
his prices by reference to his long-period overhead as well as his 
current costs. Rightly ordered competition consists, in his 
opinion, in a proper pressure to secure an adjustment of prices to 
changes in long-period average cost; and the suggestion that 
he is becoming a dangerous and anti-social monopolist whenever, 
by open or tacit agreement with his competitors, he endeavours 
to prevent prices from following short-period marginal cost, how- 
ever much this may fall away from long-period average cost, 
strikes him as disastrous. (It is the failure of the latest phase 
of the New Deal in the United States, in contrast to the earliest 
phase, of which the opposite is true, to distinguish between 
price agreements for maintaining prices in right relation to average 
long-period cost and those which aim at obtaining a monopolistic 
profit in excess of average long-period cost which strikes him as 
particularly unfair.) 

Thus, since it is the avowed policy of industrialists to be 
content with a smaller gross profit per unit of output when output 
increases than when it declines, it is not unlikely that this policy 
may be, at least partially, operative. It would be of great interest 
if the statisticians could show in detail in what way gross profit 
per unit of output changes in different industries with a changing 
ratio between actual and capacity output. Such an investigation 
should distinguish, if possible, between the effect of increasing 
output on unit-profit and that of higher costs in the shape of 
higher money wages and other expenses. If it should appear that 
increasing output as such has a tendency to decrease unit-profit, 
it would follow that the policy suggested above is actual as well 
as professed. If, however, the decline in unit-profit appears 
to be mainly the result of a tendency of prices to offset higher 
costs incompletely, irrespective of changes in the level of output, 
then we have merely an example of the stickiness of prices arising 
out of the imperfection of competition intrinsic to the market 
conditions. Unfortunately it is often difficult or impossible to 
distinguish clearly between the effects of the two influences, since 
higher money costs and increasing output will generally go 
together. 

A well-known statistical phenomenon which ought to have 
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put me on my guard confirms the probability of constant or 
diminishing, rather than increasing, profit per unit of output 
when output increases. I mean the stability of the proportion 
of the national dividend accruing to labour, irrespective apparently 
of the level of output as a whole and of the phase of the trade 
cycle. This is one of the most surprising, yet best-established, 
facts in the whole range of economic statistics, both for Great 
Britain and for the United States. The following figures 
summarise briefly what are, I believe, the undisputed facts } :— 


Relative Share of Manual Labour in the National Income of Great 


Britain.? 
1911 . 40-7 1924 . 43-0 1928 43-0 1932 . 43-0 
1925. 40-8 1929 42-4 1933 . 42-7 
1926 . 42-0 1930 41-1 1934 42-0 
1927 . 43-0 1931 43-7 1935 1:8 


Relative Share of Manual Labour in the National Income of U.S.A. 


1919 . 34-9 1923 . 39-3 1927 . 37-0 1931 . 34-9 
1920 . 37-4 1924 . 37-6 1928 . 35:8 1932 . 36-0 
1921 . 35-0 1925 . 37-1 1929 . 36-1 1933. . 37-2 
1922 . 37:0 1926 . 36-7 1930 . 35-0 1934 . 25-8 


The fluctuations in these figures from year to year appear to be of 
a random character, and certainly give no significant indications 
of any tendency to move against labour in years of increasing 
output. It is the stability of the ratio for each country which is 
chiefly remarkable, and this appears to be a long-run, and not 
merely a short-period, phenomenon. Moreover, it would be 
interesting to discover whether the difference between the British 
and the American ratio is due to a discrepancy in the basis of 
reckoning adopted in the two sets of statistics or to a significant 
difference in the degrees of monopoly prevalent in the two 
countries or to technical conditions. 

In any case, these facts do not support the recently prevailing 
assumptions as to the relative movements of real wages and 

1 The British figures are based on Mr. Colin Clark’s ‘‘ National Income and 
Outlay,”’ and the American figures on Dr. King’s ‘“‘ The National Income and its 
Purchasing Power, 1909-1928,”’ and Dr. Kuznet’s ‘‘ National Income and Capital 
Formation, 1919—-1935.’’ But in both cases I have used the slightly adjusted version 
of the figures prepared by Dr. Kalecki and given by him in his “ Essays in the 
Theory of Economic Fluctuations ”’ pp. 16, 17. 

2 Shop assistants excluded. 

3 Shop assistants included. 

4 Dr. Bowley has given a figure of 41-4 for Great Britain in 1880. Dr. 
Kalecki tells me that, if this was adjusted so as to be comparable with the figures 
given above, it would be about 42-7—-which would show an extraordinary stability 
for the ratio over a period of no less than fifty-five years during which almost 
everything else changed out of knowledge. 
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output, and are inconsistent with the idea of there being any 
marked tendency to increasing unit-profit with increasing output. 
Indeed, even in the light of the above considerations, the result 
remains a bit of a miracle. For even if price policies are such as 
to cause unit-profit to decrease in the same circumstances as 
those in which marginal real cost is increasing, why should the two 
quantities be so related that, regardless of other conditions, the 
movement of the one almost exactly offsets the movement of the 
other? I recently offered the problem of explaining this azopia, 
as Edgeworth would have called it, to the research students at 
Cambridge. The only solution was offered by Dr. Kalecki in the 
brilliant article which has been published in Econometrica.} 
Dr. Kalecki here employs a highly original technique of analysis 
into the distributional problem between the factors of production 
in conditions of imperfect competition, which may prove to be an 
important piece of pioneer work. But the main upshot is what 
I have indicated above, and Dr. Kalecki makes, to the best of my 
understanding, no definite progress towards explaining why, 
when there is a change in the ratio of actual to capacity output, 
the corresponding changes in the degree of the imperfection of 
competition should so exactly offset other changes. Nor does he 
explain why the distribution of the product between capital and 
labour should be stable in the long run, beyond suggesting that 
changes of one kind always just serve to offset changes of another ; 
yet it is very surprising that on balance there should have been 
a constant degree of monopoly over the last twenty years or longer. 
His own explanation is based on the assumptions that marginal 
real costs are constant, that the degree of the imperfection of the 
market changes in the opposite direction to output, but that this 
change is precisely offset by the fact that the prices of basic raw 
materials (purchased by the system from outside) relatively to 
money wages increase and decrease with output. Yet there is 
no obvious reason why these changes should so nearly offset one 
another; and it would seem safer not to assume that marginal 
real costs are constant, but to conclude that in actual fact, when 
output changes, the change in the degree of the imperfection of the 
market is such as to offset the combined effect of changes in 
marginal costs and of changes in the prices of materials bought 
from outside the system relatively to money wages. It may be 
noticed that Dr. Kalecki’s argument assumes the existence 
of an opposite change in the degree of the imperfection of 

1 April, 1938, ‘“‘ The Determinants of Distribution of the National Income,”’ 


and now reprinted in his book referred to above. 
No. 193.—voL. XLIx. E 
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competition (or in the degree in which producers take advantage 
of it) when output increases from that expected by Mr. R. F. 
Harrod in his study on “‘ The Trade Cycle.” There Mr. Harrod 
expects an increase; here constancy or a decrease seems to be 
indicated. Since Mr. Harrod gives grounds for his conclusions 
which are prima facie plausible, this is a further reason for an 
attempt to put the issue to a more decisive statistical test. 


To state the case more exactly, we have five factors which 
fluctate in the short period with the level of output :— 


(1) The price of wage-goods relatively to the price of the 
product ; 

(2) The price of goods bought from outside the system 
relatively to money wages ; 

(3) The marginal wage cost ; 

(4) The marginal user cost (I attach importance to 
including this factor because it helps to bridge the discontinu- 
ity between an increase of output up to short-period capacity 
and an increase of output involving an increase beyond the 
capacity assumed in short-period conditions) ; and 

(5) The degree of the imperfection of competition. 


And it appears that, for reasons which are not yet clear, these 
factors taken in conjunction have no significant influence on 
the distribution between labour and capital of the income resulting 
from the output. Whatever a more complete inquiry into the 
problem may bring forth, it is evident that Mr. Dunlop, Mr. 
Tarshis and Dr. Kalecki have given us much to think about, 
and have seriously shaken the fundamental assumptions on which 
the short-period theory of distribution has been based hitherto ;— 
it seems that for practical purposes a different set of simplifications 
from those adopted hitherto are preferable. Meanwhile Iam com- 
forted by the fact that their conclusions tend to confirm the idea that 
the causes of short-period fluctuation are to be found in changes in 
the demand for labour, and not in changes in its real-supply 
price; though I complain a little that I in particular should be 
criticised for conceding a little to the other view by admitting 
that, when the changes in effective demand to which I myself 
attach importance have brought about a change in the level of out- 
put, the real-supply price for labour would in fact change in the 
direction assumed by the theory I am opposing—as if I was the 


1 Dr. Kalecki’s conclusion is in conformity with Prof. Pigou’s argument in 
‘Industrial Fluctuations,” Bk I, chap. xviii, where reasons are given for 
expecting more imperfection of competition in depressions. 
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first to have entertained the fifty-year-old generalisation that, 
trend eliminated, increasing output is usually associated with a 
falling real wage. 

I urge, nevertheless, that we should not be too hasty in our 
revisions, and that further statistical enquiry is necessary before 
we have a firm foundation of fact on which to reconstruct our 
theory of the short period. In particular we need to know: 


(i) How the real hourly wage changes in the short period, 
not merely in relation to the money wage, but in relation to 
the percentage which actual output bears to capacity output ; 

(ii) How the purchasing power of the industrial money 
wage in terms of its own product changes when output 
changes; and 

(iii) How gross profit per unit of output changes (a) when 
money costs change and (b) when output changes. 

J. M. Keynes 
King’s College, Cambridge. 











UNEMPLOYMENT IN THE TRADE CYCLE 


AN investigation of British unemployment statistics begun 
last summer has brought to light two facts in regard to the British 
trade cycle which, so far as I know, have not been noticed before. 
So far as I can judge, these facts are significant, not only for 
Britain, but for the general theory of the trade cycle in all coun- 
tries. I described the investigation and some of its results in an 
address to Section F of the British Association at Cambridge last 
August, and I hoped to have been able by now to carry the in- 
vestigation much further, with a view to publication of all the 
relevant evidence in a single paper. I have been prevented from 
doing so by causes beyond my control. The present paper is 
confined to giving in the briefest possible summary a statement 
of the two facts and a sample of the evidence upon which they 
rest. Both the facts are time relations. 


PRIORITY OF Export INDUSTRIES IN CYCLICAL FLUCTUATION 


The first of the two facts is the tendency, in the British trade 
cycle, for certain industries, selected apparently for their large 
dependence on export, to lead the way in time, both into depres- 
sion and out of depression. The observations which, in the first 
instance, suggested to me the existence of this tendency are set 
out in a summary form in Table I below, giving unemployment 
index numbers for twelve groups of industries from 1927 to 1938. 
The construction of the table is as follows: From the percentages 
of unemployment among males in March, June, September and 
December of each year, the mean unemployment percentage for the 
year was calculated for each of about 100 separate industries in 
the Ministry of Labour classification of industries subject to the 
general scheme of unemployment insurance. These percentages 
were expressed as index numbers on the basis of their mean in the 
ten years 1927-36. Ninety-four of the industries were then 
grouped in twelve groups as set out in the table, and index 
numbers for each group were calculated, with weights for each 
industry corresponding to the numbers of insured males in 1929. 
The figures used were confined to males because, during the period 
covered by the table, in particular from 1930 to 1932, the recorded 
unemployment of females was seriously affected by legal and 
administrative changes in the insurance scheme, notably the 
abolition of the ‘‘ genuinely-seeking-work ”’ condition in 1930 and 
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the introduction of the Anomalies Regulations in 1931. The 
annual means were based upon four counts a year instead of 
twelve, because separate unemployment percentages for males 
and females, revised after the annual change of unemployment 
books in July, are not published by the Ministry of Labour except 
for these four counts. The industries included in each of the 
groups are given in a note at the end of this paper. 

The unemployment percentages of different industries are at 
different levels, ranging, on the mean of 1927-36, from 4-4 in 
tramway and omnibus service and 5-8 in tobacco to 32-1 in 
docks and harbours and 40-8 in shipbuilding and ship-repairing. 
Equating these different means to 100 makes it possible, by index 
numbers, to compare directly both the range and the course of 
cyclical fluctuation in each industry or group of industries. In 
Table I the highest index number for each group, indicating the 
depth and year of maximum depression in that group, is printed 
in heavy type. 

TaBLeE I. 
Unemployment Index Numbers (Weighted) by Groups of Industries. 
Males 1927-38. 


(Mean Unemployment Percentage of 1927-36 = 100.) 


| | | | | | 
Groups and Numbers | 49> | 1992 | | | case | zaee | sees | a ere ? 
of Industries. | 1927,| 1928. 1929 nee | 1ssi.| 1932.) 1933. ek 1935.| wees 1937.) 1938. 





| ] l 




















| 
| 
| | 
1 Coal Mining | 73 | 85 | 63 | 82] 120 | 188| 130 | 113 | 108; 91] 60 | 63 
6 Other Extractive | 42 | 53 | 54 | 91 | 138 | 172 | 153 | 114 | 103 | 78 | 67 | 71 
8 Instrumental | 59 | 62 | 58 | 103 | 165 | 176} 148 | 98] 80 | 53| 38 | 49 
7 Constructional 58 | 70 | 70 | 97 | 130 | 166 | 136 | 105 | 92| 78/ 80 | 84 
22 Extractive, Instru- | 63 | 71 | 63 | 94} 139 | 161 | 139| 105| 92| 73| 58 | 64 
mental and Con- | | | | | | 
structional | | | | | | | 
6 Metal Manufacture | 64 | 67 | 63 | 123 | 167 | 164 | 126 90 ~% 57] 39 | 82 
11 Textiles | 59 | 65 | 150 | 161 | 135 | 110/105 | 94| 75 | 65 | 110 
6 Food | 68 | GR | 71 | OF | 124 | 136 | 126 | 115 | 109) 94/| 79 | 81 
5 Clothing | 51 | 69 | 70 | 103 | 125 | 136 | 124 | 120 | 108 | 95 | 86 | 99 
7 Consumers’ Service| 56 62 | 66 | 92) 118 | 183 | 130 | 121 | 118 | 106 | 90 96 
18 Food, Clothing and| 56 | 63 | 67 | 93 | 120 | 134 | 129 | 120 | 116 | 103| 88 | 94 
Consumers’ Ser- | | | 
vice | | | | | 
15 Other Consumers’ | 57 | 59 | 57 | 92) 141 | 155 | 138 | 118 | 103 | 87 | 77 | 87 
Ge | i j | | | | 
17 Other ~——el 63 | 64 | 60 | 107 | 159 | 161 | 132 | 98 89 | 64) 54 | 79 
Goods | j | | 
5 Transport | 121 | 135 | 131 | 106 | 103 | 89/| 75 | 85 
{ I | 





| | %5 | 7% | 100 





On inspection of Table I three features stand out : 


(1) Generality of the cyclical movement. In every group 
the index numbers leap up from 1929 to 1930 and fall in the 
later years from 1932 onwards. 

(2) Marked difference in severity of depression. The 
index numbers range from over 170 in instrumental and 
extractive groups to less than 140 in groups of industries 
providing consumers’ necessaries and consumers’ services. 
(3) Earlier incidence of maximum depression in certain 
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industries. For ten groups out of the twelve the maximum 
(in heavy type) falls in 1932. For two groups—textiles and 
metal manufacture—the maximum falls in 1931. 


The first two features have long been familiar to students of 
the trade cycle. The third feature is one of the new facts 
emerging from the present inquiry. Considerations of space make 
it impossible here to print the detailed table showing separately 
each of the ninety-four industries covered by Table I. It can be 
stated, however, that in respect of all three features, the grouped 
figures of Table I represent pretty fairly the experience of the 
individual industries in each group.! Considering the third feature 
alone, of the eleven industries in the textile group, only two 
(hemp rope, etc., and unspecified textiles) have their maximum 
depression in 1932, seven have it in 1931 and two (cotton and 
linen) have it in 1930; of the six industries in the metal manu- 
facture group, only one (pig iron) has its maximum depression in 
1932, four have it in 1931, and one (tin plates) has it in 1930. 

Is earlier incidence of maximum depression in these two groups 
a feature peculiar to the cycle 1929-37, or is it paralleled in earlier 
cycles? It has not seemed worth while, at this stage of the 
inquiry, to study the depression immediately following the Great 
War in 1920-21. Fortunately it is possible for Britain, by using 
the trade-union unemployment percentages, to construct for at 
least three cyclical fluctuations before the Great War (1906-13, 
1899-1906, 1890-99) unemployment index numbers for groups of 
industries roughly corresponding to most of the groups shown in 
Table I. Figures for two of these cycles are given below in Tables 
II and III; the construction of the tables is explained, so far as 
necessary, in the note at the end of this paper. 


1 The greatest diversities within groups are to be found, as might be expected, 
in the somewhat miscellaneous groups of ‘‘ Other Consumers’ Goods”’ and 
‘“* Other Producers’ Goods ”’ industries. In the former group, the maximum index 
numbers range from 128 in glass bottles to 206 in scientific and photographic 
instruments and apparatus, but, with one exception, all occur in the same year 
(1932). In the latter group, the range is less—from 143 in tanning, currying, 
etc., to 182 in explosives—but there is greater division in respect of dates of 
maximum; six of the seventeen industries have their maximum in 1931 rather 
than 1932. The attribution of industries as between those two groups is neces- 
sarily somewhat arbitrary and unsatisfactory. But this matters the less because one 
of the subsidiary results of the investigation is to suggest that, once we have left 
out the instrumental and constructional industries on one side and the consumers’ 
necessaries on the other side, the distinction between producers’ and consumers’ 
goods is for purposes of cyclical fluctuation much less important than it has been 
supposed to be by many writers on the subject. In British experience, it is 
certainly less important than the distinction between industries dependent and 
those not dependent on exports; the early ‘‘ Other Producers’ Goods ”’ industries 
are nearly all large exporters. 
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The main lesson of Table II, covering the period 1906-14, 
with the depression of 1908-9, is easy to read. Textiles and 
metal manufacture lead the way, with depression much more 
severe in 1908 than in 1909; four of the five other groups have 
their maximum in 1909, while one group (Other Consumer Goods) 
has 1908 and 1909 nearly equal, with 1908 worse by three points. 
The third feature noted in Table I for the cycle 1929-37 is re- 
produced faithfully in Table II for the cycle 1906-13. 

It may be added, as confirmation of the value of the trade- 
union returns, that in another respect also—that of relative 
severity of depression in different industries—the results for 1906- 
13 agree with those of 1929-37. Unemployment index numbers 
in the earlier period can be prepared for sixteen separate industries 
of the Labour Gazette classification; they show substantially the 
same order of maximum severities, in the depressions of 1908-9 
and 1931-32 respectively, ranging from the instrumental goods 
down to consumers’ goods. The coefficient of correlation between 
the two sets of maximum index numbers, for 1906-13 from the 
trade unions, and for 1929-37 from unemployment insurance is 
0-63. 

TaBLeE III. 


Unemployment Index Numbers 1890-99. 
(Mean Unemployment Percentage of 1890-90 = 100.) 





Unemployment Index Numbers. 




















Group. ‘Saeesa ae = l ~~ l vain: meee ie - 

1899. | 1891. | 1892. 1893. | 1894. | 1895. | 1897. | 1898. | 1899. 
Instrumental 41 | 71 | 134 |177 | 1828 | 134 | 62 7 79 | 72 | 47 
Constructional . 8$ | 95 [115 | 146 | 189 | 148 | 72 | 55 | 63 
Metal Manufacture 95 | 113 | 22 





24 | 124 - 1906 | 8&8 | 106 | 93 
consumption 


mt et he 
head of population). | (44:2)) (44-1)| (40-0)) (88- 5)| (41: 6) (41-8)| (41-6)| (40 6) (43-1) (43-1) 
Other Consumers’ | | | | 
Goods | 


| 50 | 98 | 111 | 128 148 | 122 87 | 85 91 


Textiles (raw | 


386 








For the period 1890-99, presented in Table III, unemploy- 
ment index numbers can be given for four groups only—instru- 
mental, constructional, metal manufacture, and other consumers’ 
goods. But the fortunes of the leading textile industry are 
reflected sufficiently for the present purpose by statistics of 
consumption of raw cotton; the minimum figure of consumption 
during the period is printed in heavy type to mark the year of 
maximum depression. Table III repeats in essentials the story 
of Tables I and II. In textiles, represented by cotton, and in 
metal manufacture, the worst depression falls in 1893; in the 
other groups the worst is postponed to 1894. 
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In the interests of compression, the table for 1899-1906 is 
omitted here. Like the other tables, it shows unemployment 
reaching its maximum in textiles and (less clearly) in metal 
manufacture before it does so in the instrumental, constructional 
and other industries. 

Each of the four cycles thus briefly reviewed has its special 
features. The earlier incidence of maximum depression in 
‘textiles and metal manufactures is a feature common to them 
all. In this connection it may be well to meet in advance one 
possible criticism of the statistics for 1929-37 and to dispel a 
misconception. One special feature of that cycle was the aban- 
donment of the Gold Standard by Britain in September 1931 and 
the consequent depreciation of sterling; it might be argued that 
the earlier improvement of textiles and metal manufacture was 
no more than a natural consequence of the stimulus given to 
exports and had no general significance. Examination of quar- 
terly percentages of unemployment disposes of this explanation. 
After elimination of seasonal fluctuation it is found that nearly 
all the leading textile industries (cotton, linen, silk, jute, hosiery 
and carpets), as well as tin plates, steel melting, and several other 
industries with large export (pottery, chemicals, explosives), 
reached their maximum of unemployment before the third quarter 
of 1931 and began to recover before the Gold Standard was 
abandoned. This special event only stimulated a recovery 
initiated by other forces. 

For the British trade cycle, the earlier incidence of maximum 
depression in textiles and in metal manufacture, as compared 
with the general body of industries, appears wherever the test 
can be applied, and may be taken as an established fact.1_ This 
fact shows only that these particular industries begin to recover 
before the rest—that is to say, that they lead out of depression. 
To justify the statement made above that these same industries 
also take the lead into depression, the data of Table I must be 
presented in a slightly different form. This is done in Table IV, 
where column 2 shows the unemployment index numbers for 1930 
as percentages of those for 1929, while column 3 shows the un- 


1 By means of the consumption statistics of raw cotton it is possible to carry 
the investigation back to still earlier cycles—with the same result. Between 
1880 and 1889 the maximum of unemployment is in 1886 and the minimum of 
cotton consumption is in 1885. In the cycle before, unemployment is far worse 
in 1879 than in 1878, but cotton consumption is nearly as low in the earlier as in 
the later year. The cotton consumption figures were used by me thirty years ago 
to illustrate cyclical fluctuation (in Table VIII on p. 39 of Unemployment: A 
Problem of Industry), but their special significance for the study of the trade 
cycle was unfortunately not recognised. 
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employment index numbers for 1938 as percentages of those for 
1937. ‘Table IV, therefore, records the impact of depression in 
the first year, both of the complete cycle 1929-37 and of the new 
cycle that has just begun. On each occasion, textiles and metal 
manufacture show a decline in the first year materially exceeding 
that of any other group, while the general similarity of experience 
of all the groups on the two occasions is remarkable. The co- 
efficient of correlation between the two sets of percentages in 
columns 2 and 3 is 0:74. A similar calculation, taking separately 
each of ninety-seven industries of the Labour Gazette classifi- 
cation, yields a lower but still substantial coefficient—just over 


0-50. 














TaBLeE IV. 
Unemployment Increase in First Year of Declining Activity—By 
Groups of Industries. 
Unemployment Index Numbers. 
Group. 
| 1930 as percent- | 1938 as percent- 
age of 1929. | age of 1937. 
Textiles . , ‘ . ; ~~ 230 161 
Metal Manufacture. ; : 2 194 213 
Instrumental : ; ’ of 179 130 
Other Producers’ Goods. ; a 174 140 
Other Consumers’ Goods. : ‘ 168 119 
Other Extractive ; 5 ; ‘ 167 107 
Clothing . , : : : aif 147 114 
Consumer Service ; : : . 140 108 
Constructional . ‘ ; . ey 138 105 
Transport : : : ‘ ‘ 134 113 
Food ‘ ° ‘. : : ° 133 105 
Coal Mining ‘ . ‘ ; | 123 | 105 
Unweighted Mean of Groups ‘ 160-6 | 127-0 


| 





For the last two cyclical movements, beginning in 1929 and 
1937, the lead into depression as well as the lead out of depression 
by the textile and metal manufacture groups is established. For 
pre-war cycles the material does not make possible a picture so 
clearly cut, but the indications are the same, with one interesting 
difference which is really a confirmation of the main thesis of this 
paper. In 1930, the instrumental trades show a smaller rise than 
textiles and metal manufactures; though ultimately their 
depression will be more severe and last longer, it begins more 
slowly; in 1938 their rise of unemployment is relatively still less. 
On each occasion obvious special causes were in operation: in 
1930 the prolonged preceding depression of these industries 
through post-war dislocation; in 1938 the special stimulus of 
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armament expenditure. In the pre-war cycles, on the other 
hand, the instrumental trades, in effect engineering and ship- 
building, not only showed the greatest ultimate rise of unemploy- 
ment, but as a rule showed depression early. Depression in them 
was severe and prolonged because they were instrumental; 
depression, it is suggested, began early because, like textiles and 
metal manufacture, they were both largely dependent on trade 
Overseas. 

This leads naturally to the next stage of the inquiry. What 
reason is there for associating priority of time in the cyclical 
movements of particular industries or groups of industries with 
their dependence on export markets? To complete the logical 
chain of argument on this point a detailed study is needed 
of our export trade in general and with particular regions. This 
study, on several lines, is now well advanced, but has not been 
completed. 

Meanwhile, the view that the priority of certain industries in 
cyclical movements is associated with dependence on exports is 
advanced in this paper as a provisional rather than an established 
conclusion, prefaced by the cautionary word “apparently.’’ In 
fact there is little doubt as to the conclusion. The principal 
textile industries are the leading examples of our export trade; 
the two in which exports are largest—cotton and linen—are those 
which in the cycle of 1929-37 come earliest (in 1930) to their 
maximum of depression. So also among the metal manufactures, 
tinplates has both the greatest dependence on exports and the 
earliest maximum—in 1930; other industries in this group—such 
as steel melting and iron and steel tubes—are both large exporters 
and early victims of depression in 1930 and 1938 alike. 

For the pre-war cycles, the figures for textiles in fact represent 
little but cotton, and those for metal manufacture represent 
‘iron, steel and tinplates.”” Leadership by the cotton and tin- 
plate industries into and out of all the cyclical depressions of which 
we have records is the clearest and most certain result of my 
investigation. But cotton and tinplates have no feature common 
to them and distinguishing them from other industries, which is 
comparable in importance to their dependence upon export; on 
the data of the last Census of Production they, and they alone of 
all our industries, export 50 per cent. or more of their finished 
products. By this identity and difference the provisional con- 
clusion at the head of this paragraph is all but completely estab- 
lished already. 
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SEASONALITY OF CRESTS AND TROUGHS IN CYCLICAL 
FLUCTUATION 


The second of the new facts with which this paper is concerned 
is the tendency of upward and downward turns of the trade 
cycle, as reflected in general percentages of unemployment, to 
take place always at a particular season or seasons of the year. 
The general percentage of unemployment in the insured industries 
taken together is probably the best single index of industrial 
activity available in this country for the period since 1921. The 
trade-union returns before the war, relating to a selected sample, 
have not the same authority. But their value in the study of 
cyclical fluctuation has been shown in the earlier part of this 
paper; there is no reason to doubt that as a rule the direction of 
movements of industrial activity as a whole would be the same 
as that of the trade union sample, though the speed and range of 
movement might be greater or less. 

The relevant data for the period 1927-38 are set out in Table 
V below, giving the monthly unemployment percentages of males 
under the general scheme of unemployment insurance for all 
industries taken together, with the normal seasonal fluctuation 
eliminated. The method of elimination, which I have borrowed 


TABLE V. 


General Unemployment Percentage Among Males 1927-1938 with 
Seasonal Fluctuation Eliminated. 





! | | | 
Year. | Jan, | Feb. | Mar. | April. | May. | Sune. | July. | Aug. | Sept. | Oct. | Nov. | Dec. 











1927 | 12-1 | are | 111 | 12a | 105 | 105 | 106 | 107 | 108 | 109 | 112 | 13 
1928 | 10-9 | 11-0 | 10-9 | 11-4 | 11-9 | 126 | 13-2 | 13-2 | 12-8 | 13-3 | 13-6 | 12-5 
1929 | 12-4 | 128 | 11-1 | 11-4 | 11-4 | 122 | 12-0 | 11-1 | 112 | 115 | 11-9 | 122 
1930 | 12-1 | 12:8 | 14-1 | 15-0 | 15-7 | 160 | 17-2 | 17-5 | 131 | 19:3 | 19-5 | 20-4 
1931 | 205 | 213 | 221 | 21-9 | 21-9 | 229 | 23-3 | 233 | 25-8 | 235 | 253 | B29 
1932 | 23-6 | 23-8 | 23-7 | 24-8 | 25-5 | 25-7 | 26-2 | 265 | 26:5 | 25-6 | 25-6 | 25-1 
1933 | 25:1 | 248 | 25-0 | 267 | 261 | 23-1 | 22-9 | 22-6 | 21-9 | 21-4 | 21-0 | 20-7 
1934 | 20-3 | 20-0 | 19-9 | 19-6 | 19:3 | 19-4 | 19-2 | 19-0 | 186 | 18:8 | 18-6 | 18-4 
1935 | 18-7 | 188 | 135 | 182 | 183 | 18-0 | 17-6 | 17-2 | 17-2 | 16-7 | 16-3 | 16-1 
1936 | 17-1 | 162 | 158 | 15:8 | 14-9 | 15-0 | 143 | 13-8 | 13-9 | 13-7 | 13-6 | 13-7 
1937 | 127 | 125 | 130 | 123 | 125 | 117 | 114 | 118 {itt} 1-3 | 11-7 | 13-2 
1988 | 125 | 126 | 190 | 135 | 138 | 140 | 139 | 135 | 138") 136 | 13:8 | 140 














from Mr. D. G. Champernowne, is described briefly in the note at 
the end of this paper. In the table, the turning-points into 
depression in 1929, out of depression in 1932 and into depression 
again in 1937 are printed in heavy type. The turning-points 
(July 1929, August 1932, August 1937) are the same whether we 
look at single months or, in order to avoid chance disturbances, 
take the running average over three months. 

General monthly percentages of unemployment in trade 
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unions are available from 1887 to 1913, and from these, tables 
corresponding to Table V have been prepared, with the seasonal 
fluctuation eliminated in the same way. From these tables we 
get as successive crests and troughs of cyclical fluctuation, the 
dates named below : 


Crests and Troughs of Cyclical Fluctuation. 














Crests. | Troughs. 

Three Months | Three Months | 
Running | Single Month. | Running | Single Month, 
Average. | Average. 
Jan. 1890 | Jan. 1890 | Jan. 1893 | Dec. 1892 
Nov. 1899 | Dec. 1899 | Nov. 1904 | Dec. 1904 
Aug. 1906 | Sept.1906 | Oct. 1908 | Oct. 1908 
Dec. 1912 Dec. 1912 | 
July 1929 | July 1929 | Aug. 1932 | Aug. 1932 
Aug. 1937 Aug. 1937 | 


| 


Judged by running averages, all the turning-points but one 
fall into two groups: from July to September or from 
November to January. The exception falls in October 1908, 
between the groups. None of the ten turning-points occurs in 
any of the months from February to June. 

This is an intriguing set of dates, as to whose precise meaning 
it is not altogether easy to make up one’s mind. They depend on 
elimination of seasonal fluctuation, and nearly all methods of 
elimination are open to criticism of one kind or another. But 
there is nothing in the method adopted here to bias the dating of 
turning-points. And if there is no such bias, it is difficult to be- 
lieve that concentration of turning-points in the trade cycle in 
particular seasons of the year and avoidance of other seasons 
can have come about by chance. But if it is not due to chance 
then the trade cycle itself must contain a seasonal element. 
Seasonality can hardly in this connection mean anything but the 
influence of agricultural production. The two seasons selected 
for turning-points—July to September and November to January 
—point suggestively to the harvest seasons of the Northern and 
Southern hemispheres respectively. 





CoNCLUSION 


The two facts to whose summary exposition this paper is 
devoted are : (1) the tendency in the British trade cycle of certain 
industries selected apparently for their dependence on export, to 
lead into and out of depression; (2) the tendency of the British 
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trade cycle, as reflected in the genera! unemployment percentage, 
to turn upwards and downwards only at a particular season or 
seasons of the year, selected apparently by reference to northern 
or southern harvests. Is there any connection between the two 
facts as to the British trade cycle? Have they significance for 
the trade cycle outside Britain? To both these questions it 
seems safe provisionally to give an affirmative answer. The link 
between the two facts will be found, I suggest, in the character of 
the British export trade. Predominantly, though not of course 
solely, British trade overseas involves the export of industrial 
products to pay for and be paid for by raw materials, which for 
the most part are the fruits of agricultural production. British 
trade overseas is only a special case of the general interaction 
between agriculture and industry, an interaction which in most 
other countries takes place to a large extent internally. The 
hypothesis to which, at the present moment, my investigation 
points is that an important element, perhaps the leading element, 
in the trade cycle lies in the relations of agricultural production 
and of industrial production, and of their relative prices, as 
affecting the purchasing power of agricultural producers. 
Agriculture is the form of production in which the total 
volume of production from year to year is least planned or easy 
to plan: it results from the decision of innumerable farmers, 
each acting in ignorance of the decisions of his competitors 
throughout the world. It is individual competitive industry 
par excellence; it is also an industry in which decisions, once 
taken, are not susceptible of variation for at least a year. On 
the hypothesis here suggested the secret of the trade cycle is to 
be found, not in bankers’ parlours or business board-rooms, but 
on the prairies and the rice-fields; the preventive of recurrent 
devastations of prosperity is to be sought, not in the management 
of money or the control of investment or the regulation of wages, 
but in the international planning of agricultural output. Such a 
conclusion would make practical solution of the problem of trade 
fluctuation harder, and not easier, than has been supposed by 
many who have written on this subject and have offered their 
various remedies. But if the conclusion is a right one, to know it 
would make practical solution easier, and not harder, than it is 
in fact to-day. In terms of the New Deal of President Roosevelt, 
the suggestion made here is that the spearhead of attack on trade 
depression is to be found, not in the Federal Reserve Board or the 
Public Works Administration, but in the Agricultural Adjustment 


Act. 
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This at the present stage of inquiry is hypothesis only, for 
testing by further facts and for acceptance or rejection according 
to the facts. Acceptance of this hypothesis would involve a new 
approach to the disease of cyclical fluctuation, alike for diagnosis 
and for treatment. Rejection of this hypothesis would leave the 
two facts that have suggested it to be interpreted in some other 
way. 
' W. H. BEVERIDGE 
University College, 

Oxford. 


NoTE ON CONSTRUCTION OF TABLES 


The industries of the Labour Gazette classification included in the 
various groups are as follows :— 

Other Extractive : Iron Ore and Ironstone Mining, etc.; Lead, Tin 
and Copper Mining; Stone Quarrying and Mining; Slate Quarrying 
and Mining; Other Mining and Quarrying; Clay, Sand, Gravel and 
Chalk Pits. 

Instrumental : General Engineering, Engineers’ Iron and_ Steel 
Founding; Electrical Engineering; Marine Engineering, etc.; Con- 
structional Engineering; Motor Vehicles, Cycles and Aircraft; Car- 
riages, Carts, etc.; Railway Carriages and Wagons; Shipbuilding and 
Ship Repairing. 

Constructional : Building; Artificial Stone and Concrete; Cement, 
Limekilns and Whiting; Brick, Tile, Pipe, etc., making; Sawmilling 
and Machine Woodwork; Electrical Wiring and Contracting; Heating 
and Ventilating Engineering. 

Metal Manufacture : Pig Iron (Blast Furnaces); Steel Melting and 
Iron Puddling, Iron and Steel Rolling, etc.; Brass, Copper, Zinc, Tin, 
Lead, etc.; Tin Plates; Iron and Steel Tubes; Wire, Wire Netting, 
Wire Ropes. 

Textiles : Cotton; Woollen and Worsted; Silk and Artificial Silk ; 
Linen; Jute; Hemp, Rope, Cord, Twine, etc.; Hosiery; Lace; 
Carpets; Other Textiles; Textile Bleaching, Printing, Dyeing, etc. 

Food and Clothing: Bread, Biscuits, Cakes, etc.; Grain Milling; 
Cocoa, Chocolate and Sugar Confectionery; Other Food Industries ; 
Drink; Tailoring; Dress Making and Millinery; Hats and Caps (in- 
cluding Straw Plait); Shirts, Collars, Underclothing, etc.; Other 
Dress Industries; Boots, Shoes, Slippers and Clogs. 

Consumers’ Service: Gas, Water and Electricity Supply; Dis- 
tributive Trades; Professional Services; Entertainments, Sports, etc. ; 
Hotel, Public House, Restaurant, Boarding House, Club, etc. Service ; 
Laundry Service and Job Dyeing, Dry Cleaning, etc. 

Other Consumers’ Goods: Pottery, Earthenware, etc.; Glass 
Bottles; Oil, Glue, Soap, Ink, Matches, etc.; Watches, Clocks, Plate, 
Jewellery, etc.; Leather Goods; Tobacco, Cigars, Cigarettes and Snuff ; 
Furniture Making, Upholstering, etc.; Cardboard Boxes, Paper Bags 
and Stationery; Stationery and Typewriting Requisites (not paper) ; 
Printing, Publishing and Bookbinding; Oilcloth, Linoleum, etc. ; 
Brushes and Brooms; Scientific and Photographic Instruments and 
Apparatus; Musical Instruments; Toys, Games and Sports Requisites. 
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Other Producers’ Goods: Coke Ovens and By-Product Works; 
Glass (excluding Bottles and Scientific Glass) ; Chemicals; Explosives ; 
Paint, Varnish, Red Lead, etc.; Stove, Grate, Pipe, etc., and General 
Ironfounding; Electric Cable, Apparatus, Lamps, etc.; Hand Tools, 
Cutlery, Saws, Files, etc.; Bolts, Nuts, Screws, Rivets, Nails, etc. ; 
Brass and Allied Metal Wares; Metal Industries not separately 
specified ; Tanning, Currying and Dressing; Wood Boxes and Packing 
Cases; Other Woodworking; Paper and Paper Board; Wall Paper; 
Rubber. 

Transport: Railway Service; Tramway and Omnibus Service; 
Other Road Transport (Passenger and Goods); Shipping Service ; 
Docks, Harbours, etc.; Other Transport, Communication, etc. 

Three pairs of industries now shown separately in the Labour 
Gazette are combined under Silk and Artificial Silk, Other Road Trans- 
port, and Laundries and Job Dyeing, etc. Public Works Contracting ; 
Commerce, Banking, Insurance and Finance; National Government ; 
Local Government; Fishing; and Other Industries and Services are 
omitted. 

In Table II the weights assigned to the various industries in cal- 
culating group means are based on the numbers of insured males in 
1929. The index numbers for coal-mining are on a slightly different 
basis from those for other industries, allowing both for the percentages 
reported as unemployed by trade unions (usually very small and 
representing men wholly unemployed) and for loss of time through 
working less than the full week. 

In Table III the industries included in the Instrumental, Con- 
structional and Metal Manufacture groups are the same as in Table IT. 
‘** Other Consumers’ Goods ”’ covers only Furniture and Printing and 
Bookbinding. The weights assigned are the same as in Table II. 
Unemployment returns for Textiles are not available. 

In calculating the index numbers for 1912, the unemployment 
percentages for March 1912, affected by the dispute in coal-mining, 
have been excluded in all industries except Tobacco, where the dispute 
apparently had no effect. In calculating the index number for Iron, 
Steel and Tinplates in 1893, two exceptionally high percentages (16-0 
in August and 35-7 in November) have been excluded, as affected 
either by the mining dispute or by some other special reason; the 
percentages of the remaining ten months range from 9-0 to 12-0 with 
a mean of 11-1. 

The weight of 20 has been assigned to the ‘“‘ Other Metal Trades ”’ 
in calculating Tables II and III, after consideration of the trade unions 
represented. The weight corresponds to the 1929 numbers of insured 
males in Stove, Grate, Pipe, etc.; Hand Tools and Cutlery, etc.; 
Bolts, Nuts, Screws, etc.; Brass Wares, with about half those in un- 
specified Metal Trades. 

The unemployment percentages used in preparing Tables II and 
III have been taken partly from the Annual Abstracts of Labour 
Statistics and partly from unpublished figures provided by the Ministry 
of Labour. 

For Table V seasonal fluctuation has been eliminated by writing 
out the changes (plus or minus) of the male unemployment percentage 
from February 1927 to January 1938, striking out for each month the 
four extremes (two largest positives and largest negatives), averaging 
the remaining seven figures for each month, eliminating by cumulation 
secular trend and error in the starting-point, and adding or subtracting 
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the final seasonal variation thus obtained (to one place of decimals) 
from the recorded percentages. Where necessary, account has been 
taken of variations to the second place of decimals to determine the 
turning-points, as at August 1932. 

A new method of counting the unemployed, introduced in September 
1937, reduced the unemployment percentage by about 0-3; figures 
are given for September 1937 both on the old basis and on the new, 
and thereafter only on the new basis. The inclusion of certain new 
classes of employees—mainly indoor domestic servants in institutions 
—reduced the unemployment percentage in July 1938 and thereafter 
by about 0-1; the lower figures have been used from July 1938 
inclusive. 


No. 193.—voL. XLIx. 














AN ECONOMIC ASPECT OF LOCAL GOVERNMENT 
SINKING FUNDS 


I 


THE aim of the following paragraphs is to describe rather 
than to essay constructive criticism. They try to give substance 
to certain general propositions which are made use of in “ under- 
consumption ” theories of fluctuation in business activity by 
setting them, partially at least, in the background of current 
practice from which they derive. 

The starting-point is a theme developed in the first three books 
of Mr. Keynes’s General Theory of Employment. There Mr. 
Keynes makes it quite clear that excess financial provision for 
future consumption aggravates the adverse consequences (for 
employment) of a diminishing propensity to consume unsupported 
by new investment. Effective demand being diminished to a 
similar extent, this excess becomes available neither for con- 
sumption nor for current investment. Collective action by in- 
dividuals grouped under local authority evidently plays some 
part in this connection. We consider, therefore, whether, and in 
what way, the financial policy of local authorities contributes 
to this particular result. We consider the relation of statutory 
sinking funds to the actual rate of physical deterioration and 
obsolescence of fixed assets and to the expenditure currently 
required to make good wastage and to effect improvements of 
those assets. Since the financing of capital expenditure out of 
borrowed moneys became at all considerable fifty years ago, the 
periods of statutory sinking-funds and the actual life of physical 
assets have never been closely related. This feature of local 
finance is found to depend on two factors, which, for entirely 
different reasons, operate towards the same result : 


(a) The rigid separation of “‘ capital” and “‘ revenue ”’; 
(b) Increasing dissociation of borrowing and investment. 


The problem we have to discuss has historical origins describable 
in terms of these two phenomena. Section II gives an outline 
of these origins. Section III describes the present situation, and 
Section IV suggests certain alterations in accounting procedure. 
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If intelligently worked out, these alterations will mean nothing 
more revolutionary than the anticipation of the time at which 
it seems possible they would have occurred, having regard to 
current tendencies. Their adoption will have the effect of securing 
the elimination of excess supplementary cost so far as it can be 
said to arise from this source at the present time. 


II 


(a) The distinction between “capital” and “revenue,” as 
affecting the treatment of income and expenditure in accounts of 
local authorities, has never been precisely defined by Parliament 
or the Central Departments, and there is still some diversity 
of practice in the localities. Before 1920, the Central Government 
gave no definite indication that it did not regard capital expen- 
diture as identical with expenditure out of borrowed moneys. 
It was only when borrowing for the acquisition of assets of a 
durable nature became an important feature of local finance, 
after about 1875, that the need for distinguishing between “ de- 
ferred revenue expenditure ” and “ current revenue expenditure ” 
made itself felt. The increasing interest taken by the central 
authority in local accounting procedure coincided with a rapid 
increase in borrowing as a method of financing commonly desirable 
works. In the decade of important reforms, 1880-90, the larger 
urban authorities, by whom the bulk of local debt was held, were 
coming to recognise the need for making a distinction similar to 
that forced upon the authorities subject to district audit. This 
distinction was between Receipts and Expenditure (a) Out of 
Loans and (b) Otherwise than Out of Loans. Local officials at 
once formed the habit of being guided by the central authorities. 
In 1907, for example, it was made quite clear that the line between 
capital and revenue was drawn by the loan-sanctioning authorities.” 
The items which the central authority regarded as properly within 
the loan sanction decided what was “ capital.’ The rest was 
“ revenue.” 

Preoccupation with loan transactions instead of with capital 
expenditure and income, however financed, inevitably led to 
disuniformity of practice in treating capital items in books of 
account. The 1907 Committee found considerable lack of uni- 
formity in the treatment of capital expenditure in accounts. 


1 The Addison Advisory Committee on Local Financial Statistics had dis. 
tinguished between the two in 1919. 

2 See the evidence of Mr. Carson Roberts, Departmental Committee on Local 
Accounts, 1907, Minutes of Evidence, QQ. 1928 and 1929. 
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They enumerated six methods known to be in use at that date 
of showing capital assets in balance sheets : 


(i) Stated at original cost, the amounts set aside for the 
repayment of debt being shown separately ; 

(ii) Written down by the provision for debt repayment, 
the net figure being shown; 

(iii) Distinctions sometimes drawn between assets accord- 
ing to whether they are realisable or unrealisable, or again, 
according as they are permanent or not; 

(iv) Different treatment of assets belonging to different 
funds ; 

(v) Unrealisable assets and assets the cost of which was 
unknown sometimes omitted, and 

(vi) Value based not on original cost, but on valuation. 


However, it seems that the auditor for the metropolitan district 
had been able to persuade the authorities in his area to agree 
on a common form of balance sheet, and in 1907 the capital 
assets of these authorities were being shown at original cost so 
far as real properties were concerned. As regards outlays not 
represented by a tangible asset, but paid for out of loans, the 
original cost was written down each year by the annual provision 
for redemption. Moreover, the capital and revenue sections of 
the balance sheet were balanced separately.2, This metropolitan 
practice is by no means the genesis of the double-account system, 
but from this time this particular treatment seems to have been 
increasingly followed in the accounts of the larger authorities. 
Neither the Local Government Board nor its successor was 
prepared to regulate local accounts along these lines by means of 
general Orders. In 1930, however, the practice which was being 
followed by many borough councils was recognised by the Accounts 
(Boroughs and Metropolitan Boroughs) Regulations,* but only so 
far as the accounts of these councils were subject to district audit 
under the District Auditors Act, 1879 (now the Local Government 
Act, 1933). Important features of these Regulations were :— 


(1) Separate treatment of capital and revenue trans- 
actions, separately balancing sections to be shown in the 
balance sheet ; 

(2) As regards capital items : 

(a) Real assets to be shown at cost, until they are 
1 Departmental Committee on Local Accounts, Report, pp. 5-6. 


2 Ibid., Minutes of Evidence, QQ. 1905-11. 
Statutory Rules and Orders, 1930, No. 30. 
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alienated or superseded, when they will be expunged 
from the accounts; 

(b) Deferred charges to be written down by provision 
made for redemption of debt until the loan is paid off, 
when they will disappear from the accounts. 


The piecemeal method of prescription (i.e., that relating to 
separate fund accounts) had resulted in a considerable lack of 


‘uniformity in accounting procedure up and down the country. 


There is reason to believe, however, that a much greater degree 
of uniformity exists now than thirty years ago. The general 
principles on which capital items have come to be separated from 
revenue items and the proper treatment thereof in accounts have 
been recognised and given effect to. Not the least important of 
the reasons contributing to this result is the consciousness of the 
increasing attention which must be paid to the incurring and 
financing of capital expenditure, if the duty to provide services 
placed on local authorities by Parliament is to be performed ac- 
cording to the intention of legislation. In addition, the fact that 
loan-service charges play a considerable part in fixing costs has 
undoubtedly made for the formation of the habit of taking a 
long view of capital commitment and to define capital policy 
more carefully.1 Furthermore, a greater degree of technical 
and managerial skill has been brought to local organisations, and 
recognised as an essential element of efficient and rational adminis- 
tration. 

To sum up this sub-section. All expenditure of local author- 
ities ultimately falls to be paid out of taxes, prices and other current 
income. The necessity for distinguishing between capital and 
revenue has, therefore, arisen by reason of the growth of borrowing 
as a method of financing investment in works of a permanent or 
lasting character. This dichotomy has tended to become rigid 
because capital expenditure has, or had up to quite recently, 
come to be regarded as synonymous with expenditure out of loans, 
and that the annual sinking-fund charge has been regarded as 
provision for repayment of debt and not, as it should be, as the 
gradual amortisation of that capital expenditure. The effect of 
this attitude has, therefore, been to introduce a rigid sinking-fund 
system, which allows of no adjustment to correspond with changes 

1 Systematic budgeting for capital expenditure is, however, still confined to 
about half the authorities in England and Wales. The objections put forward 
by local authorities and the rejoinders of the Ministry are summarised in the 
Ministry of Health’s Report for 1934-35, p. 193. In 1930-31 (Report p. 131) 


the Ministry recommended an annual survey of the probable requirements on 
capital account for the ensuing five years. 
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in the taxable capacity of areas or the level of new investment 
being undertaken.! 

(b) The tendency for borrowing and investment to become 
dissociated is an entirely technical matter connected with the 
method by which borrowing is effected. The Loans Pool and the 
Consolidated Loans Fund are not new, but it is only in the last 
few years that they have become at all common. The idea behind 
these schemes is very simple. They express recognition of the fact 
that the borrowing authority should be treated as one entity, 
and that the jender’s security should be based on the revenues 
of the authority as a whole, and not on any particular section of 
those revenues. Moreover, where the process of repayment of 
loans is continuous along with the acquisition of new assets, it 
is impossible that perfect alignment between capital income and 
capital expenditure should be maintained, even if it were desirable. 
The earmarking of loans to special expenditure headings is a thing 
of the past so far as all except the smallest local authorities are 
concerned. The effect of these borrowing methods is that external 
transactions (i.e., cash transactions with lenders) are entirely 
dissociated from the exercise of borrowing powers, which is a 
matter for internal management. The period granted for “loan 
repayment ”’ is, therefore, the basis on which revenue account 
shall contribute to the amortisation of expenditure, and has no 
reference to the period within which a sinking fund, created for 
loan repayment, must be complete. This view of borrowing 
technique has done much to bring about the acceptance of the 
view that the rate at which the loans fund is being supplied with 
contributions by the revenue accounts of the borrowing depart- 
ments does not measure the rate at which loans are being repaid, 
but measures the rate at which capital expenditure is being written 
back to revenue. Sinking funds, in this former sense, have been 
abolished, since annual contributions for loan service become 
automatically available for re-investment in capital assets.” 


1 The local authority is, of course, quite at liberty to accelerate sinking-fund 
contributions within the sanctioned loan period. The period granted is merely 
@ maximum. But I think it would be safe to say that few authorities alter the 
rate of accumulation during the course of a loan. The decision to accelerate, 
if one may call it so, is usually taken at the time the money is borrowed, i.e. the 
loan period is voluntarily reduced below the maximum. Once decided on, the 
rate of accumulation is rarely changed. 

2 The cash position of the loans fund must always, of course, be safeguarded. 
The Minister of Health would insist on a clause being inserted in a scheme for 
the creation of a consolidated loans fund (authority to create must be given by 
a Local Act) to the effect that sufficient money will be available for repayment 
of debt at the due date. In practice this will not cause difficulty, since re- 
borrowing (within the original “loan period’’) can always be effected by a 
conversion scheme in the case of redeemable stock or otherwise. 


# 
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The development here described is only the logical sequence 
of the view expressed as long ago as 1909, that the principle of 
utilising sinking funds for new capital purposes is financially 
unobjectionable.1 The system, therefore, effects a compromise 
between ordinary commercial practice and the former view that 
sinking-fund contributions were made in respect of loan repay- 
ment, and not in writing down expenditure. The principle that 
anything in the nature of a permanent debt should not be permitted 
is still adhered to, but the present tendency is towards the estab- 
lishment of depreciation funds in a commercial sense. Since, 
however, the central authority insists on annual contributions 
being made within a definite period of years, there is, as yet, no 
suggestion that the rate of amortisation should be periodically 
adjusted so as to correspond with the approximate depreciation 
of the asset concerned.” 

This brings us to a consideration of the effect of the rate at 
which these amortisation payments are recovered from revenue 
account, and whether changes in opinion as to the adequacy of 
sinking funds generally in recent years have had, or are likely to 
have, effects in the same sense. This question will be found 
to turn on the equivalence of sinking-fund contribution and 
depreciation. 


Il 


As already suggested, the view that is gaining ground, and 
accepted as a commonplace by all larger authorities as to the 
significance of sinking-fund contributions, has caused the con- 
troversy as to whether or not sinking-funds can be regarded as 
equivalent to depreciation to fall into the background. Where 
investment is continuous and in the form of assets of a similar 
type and general durability, the question is not important. On 
the other hand, greater attention is coming to be paid to the 
adequacy and fairness of the period of amortisation—within the 
statutory limits. 

Public statutes, however, have always fixed the maximum 
period at a fairly low figure. The Public Health Ac’, 1875, 
prescribed a general maximum of sixty years, and so does the 


1 Select Committee on the Application of Sinking-Funds in Exercise of 
Borrowing Powers, 1909, Report, para. 76. 

2 At the moment it cannot be said that this is a likely development. The 
Ray Committee on Local Expenditure, 1932, recommended that Parliament 
should review loan periods from time to time, but this recommendation has not 
been incorporated in any subsequent general legislation. The question of loan 
periods is constantly before the Private Bill Committees, but examination of the 
repayment clauses in Local Acts does not lead one to suppose that the Com- 
mittees are guided by any particular rules. 
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Local Government Act, 1933. The Housing Act, 1925, extended 
the limit to eighty years, but this figure has applied only to 
land for housing purposes. For municipal and general county 
purposes, the statutory limit was, up to 1933, only thirty years, 
while the same figure still applies to tramways acquired under 
the Act of 1870. There is no doubt that the sanctioning 
authority has always regarded the several maxima as referring 
to the most durable type of asset acquired by authority of these 
enabling statutes.1 What was said in 1902 as to the guiding 
principles on which these periods were fixed holds good, 
subject to a qualification,? at the present day :— 


(1) “‘ The period of the loan should not exceed the period 
during which the works are likely to endure and be of use 
for the purpose which they are designed to serve ”’ ; 

(2) ‘‘ The ratepayers of the future should not be unduly 
burdened with local debt, and so rendered less able to dis- 
charge efficiently the larger duties that are likely to come 
upon them in the future.” * 


This was an official view. As against this, the representatives of 
local authorities, although evidently biased in favour of the 
interests of contemporary ratepayers, complained that these con- 
siderations, especially the second, together with the general 
maximum, led to excessive restriction of redemption periods. 
This restriction was due, it was contended, partly to the existence 
of the statutory limit, partly to the action of Private Bill Com- 
mittees, partly to administrative action. Moreover, evidence was 
submitted that restriction in this way had had two particularly 
noticeable effects :— 


(1) Refusal to undertake schemes where the burden on 
the present ratepayers was regarded as excessive ; 
(2) Recourse to Local Act of Parliament. 


1 See Evidence of Mr. Kershaw, Select Committee on Repayment of Loans, 
1902, Minutes of Evidence, p. 1. 

2 In the Report of the Ministry of Health for 1929-30 (p. 105), it was admitted 
that complaints as to excessive restriction of loan periods in certain cases still 
continued to be made. The Ministry took the opportunity of stating the “ two 
leading considerations by which the Minister was governed ’”’ in prescribing 
periods : 

‘* (a) That the period should be well within the probable effective life of the 


works ; 
(6) That it should allow for risk of obsolescence on account of new develop- 


ments and improved standards.” 
3 Committee on Repayment of Loans and App. No. 1. 
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But, on the whole, the 1902 Committee inclined away from the 
contentions of local bodies, and generally supported the policy of 
the central authority where the two were found to be in conflict 
on the question of equitable loan periods. In addition, the 
Committee stressed the considerable saving in loan-service charges 
by restricting the period of repayment, and the prominence given 
to this point in their report implies that the Committee favoured 
shorter rather than longer periods. All the 1902 Committee 
was able to recommend on the question of sinking-fund and 
depreciation was that provision for the probable annual average 
cost of repairs should be made a condition of the loan sanction. 
The idea behind this recommendation undoubtedly was that 
fixing of the loan period by reference to the effective life of the 
asset presupposed that that asset should be maintained in the 
best possible condition over the period of that life. This 
recommendation has not passed into general law. 

The question of “ sinking-fund or depreciation? ’’ was more 
thoroughly examined in 1907.1 The evidence revealed consider- 
able difference of opinion as to the affinity between these 
categories. Disagreement seems to have been due to certain 
views already contrasted—the extent to which borrowing and 
redemption of debt are regarded as identical with investment in, 
maintenance of and depreciation of assets. The confusion at that 
time was, and such confusion as exists to-day is, due to pre- 
occupation with the idea that local authority capital has always 
been and is likely to remain (legally) temporary in character. 
Borrowings, it is said, must be repaid, and the sinking-fund 
system, whatever its basis—whatever determines periods—is 
supposed to provide for ultimate redemption of debt. The Com- 
mittee was inclined to believe that the loan period was, in general, 
within the life of the asset (after allowing for obsolescence and 
contingencies). Sinking-fund covered depreciation. Where some 
doubt existed as to the adequacy of cover, and prudence sug- 
gested additional provision, there existed the double obstacle of 
doubtful legality and want of central authority prescription of a 
standard. There was, therefore, nothing to be done. 

The one merit of the system in regard to this particular 
matter is, of course, certainty of operation. When proposals as 
to capital commitments are being discussed, it is obviously 
desirable that decisions should be influenced by factors the effect 
of which is calculable. The decision to invest in certain assets 


1 Departmental Committee on Accounts of Local Authorities, 1907. See 
Evidence generally. 
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naturally carries with it a decision to load the cost of a certain 
service to consumers with a definite money amount for a fixed 
period. Failing the invention and operation of a system of 
depreciation according to standards set by the central authority, 
the “ sinking-fund repayment ” system is the only means by 
which central control can operate with the minimum of 
administrative inconvenience. 

I do not think it is necessary to trouble about the definition 
of the term “sound finance.”’ Mr. Keynes is understood when 
he uses it in such a way as to enable him to ascribe to local 
authorities a certain responsibility in the matter of unemploy- 
ment. It is, however, possible to doubt whether the existing 
system produces results of the magnitude suggested by Mr. 
Keynes. Methods in use now are not only designed to work, and 
work well, but over a period of years can have no very great 
effect in curtailing consumption. It is only in the case of assets 
which are of permanent value, or at least permanent within the 
range of human foresight, such as urban land, that there is 
justification for the opposite contention. On the other hand, 
there is reason to believe that amortisation charges in respect of 
some assets are too low, especially in view of the increasing 
possibility of obsolescence and the lack of statutory authority, as 
far as rate fund services are concerned, for depreciation funds. 
Against this, in turn, can be set the increasing tendency of local 
authorities to pay for small items of capital expenditure directly 
from revenue, and for loan periods to be voluntarily reduced. 
Both these tendencies, especially the former, are increasing. I 
do not think it is to be doubted that it is only in connection with 
a changing economy that the question with which we are dealing 
has meaning. An idea of “‘ change ’’ may be gathered from the 
Tables.1 Table II shows that sinking-fund contributions increased 
£6-4 million in the 5 years from 1930-1 to 1935-6, from £34-6 
mnillion to £41-0 million; Table III that while these contributions 
were gradually forming a larger proportion of total loan charges, 
the rate of increase was less great. But expressed as a per- 
centage of the current capital expenditure (Table IIT) the relative 
increase was extremely rapid in the same period—from 31-8 per 
cent. in 1930-1, to 43-3 per cent. in 1935-6, after reaching 51-6 
per cent. in 1934-5. 

Taking into account the factors—at any rate the peace-time 
factors—which are likely to influence the course of the investment 
on the part of local authorities, it seems likely that the con- 
1 For Tables, see Appendix. 
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siderable flattening in the curve of indebtedness which has 
occurred in the last five years will be maintained. The possibility 
of an upswing, such as occurred in the fifteen years 1915-30, 
short of catastrophe or change in distribution of functions, is very 
unlikely. Meanwhile, amortisation contributions coming forward 
from revenue will remain on the upgrade for some years. The 
great mass of machinery of sinking-fund accumulation set in 
motion in the seven years 1923-30, mainly on account of housing 
(the period for which averages about forty years), will be sufficient 
to keep up the level of contribution for some time, unless some 
change in the rate of accumulation is made. The time may not 
be far off, therefore, when the whole of new capital expenditure 
will be financed by amortisation charges in respect of previous 
investment. External transactions will be confined to repayment 
and replacement of loans; “new” borrowing wiil cease. This 
rounds off Mr. Keynes’ own illustration. I suggest, however, that, 
if the curves of expenditure and amortisation become tangentia! 
in this way, the phenomenon should be regarded as due rather to 
a failure to maintain the investment level than to over-provision 
of sinking-fund, since, at the point of contact, the curves are 
likely to be falling. A fortiori if the curves intersect, the invest- 
ment curve will be falling very rapidly. 


IV 


One cannot blame local authorities merely because they 
attempt to safeguard their position within the general limits of 
the law, whatever the effects on the rest of the social economy. 
A sound method of dealing with financial provision against 
wastage of assets is one which recognises that it cannot be subject 
to any kind of influence from the question of provision for repay- 
ment of loans. I suggest that the practical consequences of this 
recognition should be accepted in turn. Accordingly, a technique 
must be devised under each of the following headings :— 


1. Depreciation of assets ; 
2. Repayment of loans. 


1. Depreciation schedules (which will contain provision for 
variation in the light of local conditions) will be drawn up in 
respect of each asset or type of asset usually acquired by local 
authorities in the course of their statutory duties. The ascer- 
tained amount of depreciation will be charged to revenue and 
written off capital each year. This will bring the treatment of 
capital assets into line with that adopted by commercial under- 
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takings. As regards trading services, the elaborate system of 
depreciation and wear-and-tear allowances which has already 
been adopted by the Inland Revenue and the authorities for 
income-tax purposes, will serve as an excellent guide. The main 
difficulties will arise in connection with non-revenue-producing 
works. In some cases provision will be largely a matter of dis- 
cretion, as current repair work will be sufficient to permanently 
maintain the asset at its full original worth. A further difficulty 
will arise in connection with obsolescence or some other type of 
supersession. But normal obsolescence, in the way in which 
Prof. Pigou thinks of it, should present no great obstacle. Statu- 
tory support would be required for any agreement reached under 
this heading, not only for the purpose of making provision 
obligatory, but also to provide the supervising authority with 
the power to call for returns.* 

2. Unless specific loans are earmarked to certain borrowing 
powers, the rate at which loans are repaid will have no reference 
to the life of any asset. The rate at which loans are repaid will 
be precisely the rate at which loans mature for repayment. In 
other words, transactions will be ‘‘ cash’ transactions, and the 
only consideration of any importance will be the cash position of 
the loans fund. What is needed is an extension of the principle 
of the Consolidated Loans Fund, with amortisation according to 
the probable effective life of assets substituted for amortisation 
according to arbitrary standards chosen under the influence of the 
idea that the capital of local authorities is not permanent. This 
means the virtual abandonment of the view that local authority 
capital is temporary. The present system results in permanent 
debt so far as assets are renewed when exhausted. At the present 
time the comparison that is made is between the life of assets 
and the sinking-fund period. The connection which needs to be 
borne in mind is that between the life of assets and the periods 
for which money is lent. The administrative problem would not 


1 That is not to say that depreciation schedules should be always rigidly 
applied. A considerable economy may be effected by writing off the cost of an 
asset before the end of its life and using the increased contributions to repay high 
interest bearing loans in so far as these are not replaceable at a lower rate of 
interest. The extent to which this will be done depends on the relative advantages 
of accelerating and decelerating amortisation having regard to the income-yield 
of assets and the rate of interest on short-term loans, supposing all capital 
expenditure to be financed by loans, as will be the case, as local authorities have 
no general power to accumulate savings in advance of investment in fixed assets. 
In a previous footnote I have indicated that an “ elasticity ’’ of this sort in 
providing for amortisation, even within the unnecessarily restricted loan period, 
is absent from current practice. 
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be essentially different. At the present time, Stock periods are 
generally much shorter than the period in which sinking-funds are 
toaccumulate.! Re-borrowing is permitted under the general law.* 
And where the whole of depreciation-fund contributions are 
available for re-investment, the cash position of the loans fund 
will be safeguarded under the constitutional scheme. Under the 
method of dealing with capital finance here suggested, the 
position would be precisely similar. The problem, as now, would 
be one of technical skill in the management of capital receipts 
and payments in such a way as to ensure the fulfilment of con- 
tracts. 

The general consequences for employment are doubtful. As far 
as certain rate fund services are concerned, it is likely that the rate 
at which capital expenses are recovered from revenue will be con- 
siderably slowed down. As regards the trading services, a greater 
depreciationcharge in the earlier years may have the opposite effect. 
In any case, this solution of a problem, the economic aspect of 
which attracts little attention in local authority circles at the 
present day, seems the only reasonable one. There is no reason why 
a technique cannot be devised in order to deal with the admini- 
strative problems which its application would raise in a logical and 
efficient manner. Local financial administration in England and 
Wales is at a stage of development in which there exists a far more 
ready desire to apply new ideas in the conduct of affairs than 
hitherto. Most of these ideas, however, seem to have their root 
not in considerations of economy, but in considerations of con- 
venience. In the matter of the subject of this essay there clearly 
exists an opportunity to allow the one to play a part along with 
the other in the perfecting of administration. 

A. L. GREEN 
London School of Economics. 


1 One may notice that Stock prospectuses are tending to avoid creating the 
impression that the statutory sinking fund is intended for the specific purpose of 
repaying moneys borrowed under the Stock issue. 

2 Local Government Act, 1933, Section 216. 
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APPENDIX 
Loca AUTHORITIES (ENGLAND AND WALES) 
TaBLEs SHOWING CapiTaL EXPENDITURE AND LOAN 
SERVICE CHARGES IN SEVERAL YEARS 
I 
Capital Expenditure. 
Expenditure on lands, works and deferred charges. 
Financial year. | From revenue, | 
From loans. grants and Total. 
other sources. 
£ mill. £ mill, | £ mill. 
1929-30 102-3 4-0 106-3 
1930-31 103-2 5-7 108-9 
1931-32 109-7 6-4 116-1 
1932-33 76-9 5-6 82-5 
1933-34 70-7 5-5 76-2 
1934-35 71-7 6-6 78-3 
1935-36 87-8 6-8 | 94-6 
The total capital expenditure for 1913-14 was £21-1 million. i 
II 
Loan-Service Charges. 
Charged to revenue account. 
Financial year. Interest on es 
| loans (including pen ag Total. 
Income Tax). ‘ 
£ mill. £ mill. £ mill. 
1930-31 58-5 34-6 93-1 
1931-32 60-1 36-1 96-2 
1932-33 62-2 37-8 100-0 
1933-34 61-3 39-2 100-5 
1934-35 60-6 40-4 101-0 
1935-36 59-2 41-0 100-2 
III 
Sinking-Fund Charges. 
Expressed as a per- Expressed as a per- 
centage of total loan centage of new invest- 
Financial year. charges falling to be ment in capital assets 
met from revenue. in the same year. 
1930-31 37-2 31-8 
1931-32 37-5 31-1 
1932-33 37:8 45:8 
1933-34 39-0 51-4 
1934-35 40-0 51-6 
1935-36 40-9 43-3 






































MILK POLICY AND MILK PRICES 


At the present date a long-time policy for the milk industry 
is still under consideration. The Government’s proposals were 
embodied in the Milk Bill published in November 1938. This Bill 
was withdrawn as a result of violent opposition from farmers and 
from some distributors, and the Government are reconsidering 
the matter. It is to be hoped that their new proposals will deal 
with some of the fundamental matters ignored in the abortive 
Bill. 

There are two chief objectives of milk policy at the present time: 
an increased consumption of liquid milk and the establishment of 
a reasonable standard of life for milk producers. The two are 
by no means necessarily incompatible, but have been made so 
to an undue extent. Moreover, where they have diverged, the 
first objective, which is socially the more important, has been 
subordinated to the second. 

One method of increasing consumption would be to lower 
generally the price of liquid milk. This article deals almost 
wholly with the policy which could be adopted to achieve this end. 
It must be recognised, however, that the objective of greater 
consumption cannot be achieved entirely by reducing price. The 
demand for milk is probably inelastic, at any rate in the short 
period, and even if price were to be reduced by ld. or more per 
quart, it is unlikely that consumption would be doubled, as it 
ought to be. 

Milk policy must include other elements. The industry itself 
has already done a great deal to increase demand, by advertising 
and by encouraging new outlets for milk.1_ An improvement of 
the quality of the milk supply, with the sort of Government 
assistance which was provided for in the Milk Bill, would no doubt 
do more. Whatever was done in these directions, however, a 
great many people would still be able to afford far less milk than 
they ought to drink. Any adequate milk policy should therefore 
include generous subsidies from the Exchequer to provide cheap 
milk for young children and for nursing and expectant mothers. 

Even though a general reduction in milk prices is not enough, 
it is yet very important that policy should be directed towards 


1 See Table, page 81. 
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making them as low as possible. Milk policy cannot be divorced 
from general policy. If demand is inelastic, the consumer will 
spend less on milk as its price is reduced, but more on other things. 
The milk industry is at present so organised that the line of least 
resistance to almost every change in its economic conditions is 
to increase retail prices. It is unjustifiable to tolerate a state 
of affairs where resources are wasted in the milk industry when 
they could be used in raising consumers’ standards of life. A 
change in milk policy should make possible some reduction both 
in wholesale milk prices and in distributors’ margins, and there- 
fore, from both directions, in retail prices. 


THE WHOLESALE PRICE FoR Liquip MILK 


The introduction of a marketing scheme has made it possible 
for producers to secure returns which most unbiased observers 
regard as at least reasonable in existing economic conditions, but 
to obtain them only by keeping up the price of liquid milk. The 
Milk Marketing Board controls virtually all milk sold in the 
country, and fixes the terms upon which it may be sold. The 
general principles upon which it operates are simple, though 
the details are complicated. It charges buyers according to the 
use they make of the milk, a different price for liquid milk and for 
the various manufactured products, and pools the returns for 
the various uses. The pooled returns are augmented by contri- 
butions from producer-retailers, whose market is protected by the 
Board’s operations, and then divided equally among producers, 
except that producers of Tuberculin-Tested and Accredited milk, 
and producers who provide special services for which buyers pay 
extra, receive bonuses, and that certain actual or putative trans- 
port charges are deducted, which vary slightly between different 
classes of producers. Apart from these variations, all producers 
within a region receive the same pool price, while pool prices 
between any of the eleven regions into which the country is 
divided never vary by more than ld. per gallon over the year. 
The level of pool prices thus depends upon the prices obtained 
for milk sold for manufacture and for liquid consumption respec- 
tively, and upon the proportions sold in the different uses. 

The Board has only a very limited control over the price which 
it obtains for milk sold for manufacture, and over the proportion 
manufactured. The price which it can charge for milk made into 
manufactured products is determined fairly rigidly by the price 
of the competing imports. The Board has been able to influence 
these prices, to a limited extent, by making price agreements 
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with importers, supported by a threat of quotas, as for condensed 
milk; by initiating or encouraging price agreements between the 
chief home sellers as for cream, butter and cheese, and by forcing 
on manufacturers some reduction in their processing charges. 
It has, moreover, obtained a subsidy from the Exchequer on milk 
manufactured into products yielding less than 5d. per gallon of 
milk in summer or 6d. in winter. The price of manufacturing 
milk, however, has been very low. Even last year, October 1937 
to September 1938, it realised no more than 6-9d. per gallon, on 
the average. This was certainly well below the price necessary 
to induce producers to supply enough milk for liquid consumption. 

The Board, however, can, within fairly wide limits, charge 
what price it likes for liquid milk. Consumers’ demand is rather 
inelastic, and there is virtually no competition from imports. 
The prices it fixes are, it is true, subject to investigation by the 
Consumers’ Committee and the Committee of Investigation, and 
to review by the Minister of Agriculture; in fact the control 
exercised by these bodies has been very slight. In 1937-8 the 
liquid price averaged 1s. 4}d. per gallon, or between 7d. and 8d. 
per gallon above the average manufacturing price, when allowance 
is made for the fact that distributors may deduct from the liquid, 
but not from the manufacturing, price, the cost of transporting 
milk from the seller’s to the buyer’s station. 

The level of pool prices at which the Board aims is somewhat 
obscure. In its first year it fixed liquid prices at about the level 
already prevailing in London. As about a quarter of the milk 


SALES OF MiLtK AND Poon PRICES UNDER THE 
Mitk MARKETING SCHEME 


























Total Liquid /|Percentage Prices per Gallon (pence). | 
Oct.— Sales, Sales, manufac- 
Sept. million million tured,? Liquid Manufac- Pool. 
gall. gall. per cent. iquic. | turing.® wae 
1933-4 856 634 26 | 14-0 5-0 11-8 
1934-5 981 665 32 14-9 4:8 12-0 
1935-6 1,024 664 3& 15-0 5-0 11-8(11-5) 
1936-7 990 684 31 15-0 5-8 12-3 (12-0) 
1937-84 1,063 5 7525 295 16-1 | 6-9 13-3 (12-9) 














1 Including producer-retailers and farmhouse cheesemakers. 

? Excluding Exchequer subsidy. 

8 Weighted average of Accredited and Non-Accredited; price for Non- 
Accredited given in brackets. 

‘ Provisional. 

5 These figures include T.T. milk, previously excluded from the Scheme. 
Excluding this milk they would be, approximately, 1,028 million gallons, 717 
million gallons, and 30 per cent. 
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was manufactured, this gave a pool price just under 12d. per 
gallon. Since then maintaining the status quo has played a large 
part in the decisions. The Board is subject to considerable 
criticism from its constituents if it allows either a reduction in 
pool prices or a decline in production. There is thus a cumulative 
tendency to increase liquid prices. When sales through the Board 
begin to rise, as they did from 1933-4 until 1935-6, when other 
lines of farming were very depressed, an increasing proportion has 
to be manufactured, and pool prices fall. The Board has to raise 
liquid prices in order to prevent this. When costs of production 
increase, as they did in 1936-7 and again in 1937-8, supplies tend 
to decline and pool prices to rise. Then the Board is urged to raise 
liquid prices in order to maintain the larger volume of production 
and compensate for the higher costs. And again it must conform, 
in part at least, to its constituents’ demands. 

It justifies its actions on the grounds that prices are below 
costs of production. It is impossible here to detail all the argu- 
ments against basing prices on measured costs, or all the arbi- 
trary assumptions which must be made in measuring such costs, 
particularly on farms which very rarely produce only one product. 
It is enough for our purpose to note that a price which appears 
barely, if at all, to cover these measured costs is yet high enough 
to induce more milk to be produced throughout the year than 
can be sold for liquid consumption at the price charged for it. 
Last winter, a time when feeding-stuff prices were abnormally 
high, and at the season of lowest production, 20 per cent. of the 
milk was sold for manufacture. 

It is generally agreed that a 10 per cent. margin at the season 
of shortest supplies is adequate, and that this would involve 
probably rather under 25 per cent. surplus throughout the year, 
allowing for the present seasonal variation in production. Last 
year liquid consumption represented 71 per cent. of total sales. 
If a 25 per cent. surplus had been allowed for, production could 
have been 11 per cent. lower than it was without any danger of 
liquid supplies being short at the existing level of consumption. 
With such a level of production, and 80 per cent. of the milk sold 
liquid, liquid prices could have averaged no more than 14.9d. per 
gallon, instead of 16.2d., or 1.3d. lower, in order to provide the 
same pool price, 13.3d. per gallon, as was realised under existing 
conditions. There are no signs that production is decreasing in 
response to this return, and it is probable that an output 11 per 
cent. less than the present could be maintained in existing con- 
ditions with a somewhat lower pool price. If pool prices were to 
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be $d. below the present, a 25 per cent. surplus could be maintained 
with liquid prices 1.9d. per gallon less than at present. 

Thus, if liquid prices were only to be high enough to maintain 
an output sufficient to provide the present liquid consumption 
plus a 10 per cent. margin in the short season, liquid prices could 
be reduced by from 1d. to 2d. per gallon, or by less than 4d. per 
quart. 

There are two points which must be noted in connection with 
this argument. 

Firstly, the above calculation is based on the assumption that 
milk consumption is not to be increased. If, by any of the 
methods to be discussed in the rest of this article, consumption 
were to be raised from the present average of less than half a pint 
per head daily to the desirable level of seven-eighths of a pint, an 
increase in production would be required, and producers could 
not be paid less, and would probably have to be paid more. But, 
if milk consumption were to increase, it would be possible to 
reduce liquid prices and yet maintain pool prices at or above their 
present level, as the proportion manufactured would fall. There 
is thus no justification in keeping up liquid prices in order to 
maintain consumption. 

Secondly, it must be realised that the return which is neces- 
sary to keep up milk production to the amount which will be 
drunk liquid at present prices, will only yield producers a poor 
livelihood. Agriculture is an occupation where numbers may be 
expected to fall, and returns be relatively low until this happens, 
unless either the National Income is redistributed more equally 
or the Government assists farmers. 

There are arguments for such assistance. But there are none 
for providing it by means of a tax on the consumption of liquid 
milk. Too many farmers prefer to receive their help from the 
consumer by means of a limitation on imports or an increase 
in price, rather than from a subsidy. The latter they regard as 
charity, the former as their right. There is no justification for 
such a view, and it should not be allowed to prevail. Both forms 
of assistance are subsidies from the community, and taxes on con- 
sumers put the burden where it can least easily be borne. More- 
over, taxes on liquid milk check the consumption of a product 
which is used, anyhow, to a lesser extent than its dietetic value 
makes desirable, and is therefore a particularly vicious tax. 

It is thus unnecessary that wholesale milk prices should be as 
high as they are at present. This is a point which was not re- 


cognised in the abortive Milk Bill of November 1938, which in- 
G2 
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cluded no proposals tending to lower the price of liquid milk at 
wholesale. It was proposed to leave the fixing of such prices in 
the hands of a producers’ monopoly. 

There are two possible ways of reducing wholesale prices. 
The first is to free prices altogether, abolish pooling and allow 
competition among farmers to bring down the price of liquid milk. 
There are, however, two fundamental objections to this procedure. 

First, distributors are highly organised in many areas, and 
would be in a far better bargaining position than the numbers of 
unorganised producers. Consequently, in the absence of some 
eontrol, prices would almost certainly be depressed to the producer 
to the benefit partly of the distributor and only partly of the 
consumer. 

Secondly, if prices were left to the free play of competition, 
there would be a danger of successive gluts and shortages, bene- 
ficial neither to the producer nor to the consumer. This country 
has had no experience of such shortages, because since the War 
free competition has not existed, and before the War the danger 
did not exist. In pre-War years it was still possible for the home 
farmer to produce butter and cheese, even in winter, in competi- 
tion with overseas suppliers, and he still did so in substantial 
quantities; therefore, if milk production diminished, the dis- 
tributor had only to buy up milk which was ordinarily made into 
butter or cheese. Since the War the position has changed. The 
English farmer can no longer produce any large volume of milk 
at a cost which would enable him to compete in winter with the 
overseas producers. Consequently the price of liquid milk is 
normally far higher in winter than the price of milk for manu- 
facture. As the demand for milk is inelastic, this means that a 
temporary glut would force the price of liquid milk down to the 
low manufacturing level. Not only would cows be fed less in- 
tensively, but also it would not pay to breed cows for milk, so 
that two or three years later the supply of milk on the market 
would be inadequate for liquid milk requirements, and prices 
would soar. 

The alternative solution is the one proposed by the Reorgani- 
sation Commission for Milk for Great Britain, that of transferring 
the fixing of milk prices to an impartial Commission. This would 
enable liquid milk prices to be fixed no higher than is necessary 
in order to call forth the amount of milk required. If the State 
decided that farmers should be paid more than this, then the 
extra amount should be provided from ordinary taxation. 

The Milk Marketing Board has stated that it would not oppose 
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such a transfer of powers, provided the Government were pre- 
pared to guarantee producers their costs of production, plus a 
margin of profit, on an amount of milk production equal to liquid 
consumption and the reserve necessary to maintain this produc- 
tion. It is true that, with other lines of farming depressed, 
farmers would maintain milk production even if they obtained 
less than their measured costs. At present they achieve this 
return by keeping up the price of liquid milk. The effect of the 
suggested change, therefore, would be for milk prices to be de- 
creased, the subsidy from the Treasury increased and production 
kept near its present level. There can be little doubt that this 
policy is far preferable to the present. 

Any long-term milk policy ought, therefore, to modify the 
present system of fixing wholesale milk prices. If it is decided 
to subsidise agriculture, this should be done directly out of 
ordinary taxation, and not by means of a concealed tax on liquid 
milk. Such a change in policy might make it possible to reduce 
liquid milk prices by 13d. per gallon. Any larger reduction in 
wholesale prices could only be attained when costs of producing 
milk are reduced. 


DISTRIBUTORS’ MARGINS 


Every public body and almost every private investigator who 
has studied the milk problem agrees that the greatest hope of 
reducing prices lies in decreasing the cost of distributing milk. 
When the Linlithgow Committee reported in 1924, it suggested 
that the retail margin was excessive. Yet no reduction has 
occurred since then. 

The introduction of the Milk Marketing Board has made the 
position worse, particularly in country areas and small towns. 
The Board has no power to attempt to reorganise retail distri- 
bution and is, indeed, dependent for its smooth operation upon 
the acquiescence of distributors. They have consented to the 
price scales fixed by the Board for milk sold to them only because 


AVERAGE MILK PRICES PER GALLON IN ENGLAND AND WALEsS.! 














| 
Year. | Retail. Wholesale. Margin. 
d, da. a. 
1933-4 24-83 14-01 10-82 
1934-5 26-08 15-09 10-99 
1935-6 26-21 15-26 10-95 
1936-7 26-21 15-26 10-95 
1937-8 27-48 16-26 11-22 











1 The Home Farmer, Vol 6, No. 1, January, 1939, page 10. 
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it has been prepared to protect their margins by fixing retail as 
well as wholesale prices. As producers’ prices have risen, the 
distributors have also asked, and obtained, more. It is difficult 
to say how far the Board has been actuated, in fixing retail prices, 
by the fear that under-cutting, especially by producer-retailers, 
might otherwise make it impossible for it to maintain the 
prescribed wholesale prices, and how far by the fear that it 
could not resist the opposition of the largely organised distribu- 
tors, and had better agree with them on satisfactory returns for 
both parties. On the one occasion, 1935-6, when it endeav- 
oured to raise producers’ returns at the expense of distributors 
instead of at that of consumers, the distributors complained to 
the Committee of Investigation, which, after long and costly 
hearings, restored to the distributors half the cut made in their 
margins. It is true that the Committee specifically stated that 
its recommendations were intended to apply for one year only, 
and that it believed that economies should be possible both in 
production and distribution. That recommendation, however, 
was forgotten or neglected, and since then the producers’ Board 
has always taken the line of least resistance. No further cut has 
been attempted in the distributive margin, and in 1937-8, as a 
result of higher costs, both the wholesale price and distributors’ 
margins were increased. 

Some reduction in costs of distribution is possible even if all the 
existing services are continued. There are too many distributors 
in the business, so that each has a small turnover. Moreover, the 
retail rounds of many firms overlap, so that each roundsman 
travels an unduly long distance. But this is not all. Distribu- 
tors, particularly since their margins have been protected, have 
tried to attract consumers to themselves by offering additional 
and costly services, such as two deliveries a day, and milk available 
in expensive }-pint bottles. This higher cost is not borne only 
by those who want the increased service, as the same price is 
charged to all. The costs of distribution have therefore been 
raised, even in country districts, where some services to the 
consumer, such as pasteurisation and bottling, are practically 
non-existent. Opinions differ as to the scope for possible econo- 
mies, but a figure so high as 4d. a gallon, or ld. a quart, has been 
suggested for some areas. Some of the Co-operative Societies 
in the provinces whose costs were obtained by the Food Council 
were obtaining a profit on milk distribution as large as this.1 


1 See Report by the Food Council to the President of the Board of Trade on 
Costs and Profits of Retail Milk Distribution in Great Britain. H.M.S.O., 1937. 
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The discarded Milk Bill included a real effort to grapple with 
the hitherto neglected problem of distribution. An impartial 
Commission was to be set up, one of whose duties was to investi- 
gate costs of distribution and to make general regulations, in- 
cluding regulations on the number of deliveries per day, designed 
to promote efficiency or economy in the distribution of milk. 
The Commission was also to have the power to submit to Ministers 
and to Parliament not more than ten local rationalisation schemes 
on the basis of proposals submitted by interests in the industry. 
The object of these experiments was to see whether the costs of 
distribution could be reduced by eliminating some of the wasteful 
competition among retailers. They were to include provisions 
for compensating milk distributors adversely affected. 

Clearly these provisions of the Bill were an improvement 
from the consumers’ point of view, so far as they went, as they 
would have made it possible to obtain some quantitative data on 
the scope for economies in distribution, a matter which is at 
present largely one of conjecture. That is, however, about as 
much benefit as could have been expected. The impartial 
Commission was not to be given the power to fix margins itself, 
so as to ensure that the benefits of reorganisation went to the 
consumer. Moreover compensation was to be paid to the exist- 
ing number of redundant distributors, presumably at values based 
on their protected and frequently excessive margins. 

Moreover the Bill contained a highly undesirable feature in 
regard to distribution. Distributors in any area were to be 
permitted to set up a distributors’ scheme, along the same lines 
as the producers’ scheme, and where they did so the distributors’ 
Board, and not the producers’ Board, was to have the power to 
fix retail margins. If there were disagreement between the two 
Boards, the impartial Commission was to be called in to arbitrate. 
This way of price-fixing would probably have been even worse 
than the existing method. The producers do not wish to increase 
distributors’ margins, except in so far as they are forced to do so 
in order to persuade distributors to acquiesce in an increase in the 
wholesale price of milk. Distributors, on the other hand, want to 
raise their margins, and producers might be prepared to tolerate 
such an increase rather than risk calling in the impartial Commis- 
sion, which might suggest a reduction in their prices as well as in 
distributors’. It is difficult to see what advantages such dis- 
tributors’ Boards could have, to anyone except their members. 
There is, it is true, a certain symmetry in matching a producers’ 
Board with one of distributors. It would, undoubtedly, remove 











88 THE ECONOMIC JOURNAL [MARCH 


the injustice by which one section of the industry is, nominally at 
least, allowed to dictate to another. The right solution, however, 
is to transfer the powers of dictation to an impartial body, re- 
sponsible for the interests of the whole community, and not only 
of a part. The Milk Marketing Board must remain, for it does 
perform real tasks in developing outlets for milk and in diverting 
milk to the best uses. It is not easy to see what similar tasks 
could be performed by a distributors’ Board, and it is very dan- 
gerous to set up another vested interest with compulsory powers 
over prices. 

The proposals for reorganising distribution met with violent 
criticism before the Bill was withdrawn. The criticism, however, 
was directed not at the suggested distributors’ Boards, but at the 
proposals for rationalisation schemes and for an independent 
Commission. 

It is essential, however, that something should be done to 
cheapen distribution, and it is very much to be hoped that the 
new Bill will not neglect this problem. The first step which 
ought to be taken appears to be perfectly clear. There seems to 
be no justification for continuing to fix retail prices; the special 
circumstances justifying the fixing of wholesale prices are not 
applicable to the retail trade. The Reorganisation Commission 
for Milk for Great Britain, the Consumers’ Committee and the 
Food Council, all strongly urged that retail prices should be freed, 
and no one has answered their arguments. 

Too much, however, must not be expected from competition 
between distributors, particularly in the larger towns. Even 
before the introduction of the Milk Marketing Scheme, when 
distributors’ margins were not protected, margins in London were 
nearly as large as they are now. Even in this period the Linlith- 
gow Committee remarked on the excessive number of dairymen. 
The milk business is essentially one of imperfect competition. 
Consumers would have to devote an altogether disproportionate 
amount of their time and energy to the matter if they were to 
discover all the variations in the prices and quantities of milk sold 
from the various barrows. Even when retail prices are not pro- 
tected it is possible for an excessive number of distributors to 
remain permanently in the business, each working at an un- 
economic scale, and for the costs which the consumer pays to 
be permanently inflated. 

If margins were now decontrolled, retail prices would only fall, 
at the best, to the pre-Scheme level. It is unlikely, however, 
that even this limited aim would be achieved. Under the Milk 
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Marketing Scheme distributors have been brought together to 
discuss prices, and would almost certainly continue to meet and 
to use their monopoly power if retail prices were no longer to be 
protected by law. 

There are strong reasons for believing that milk distribution 
must be either monopolistic or uneconomic. First, it is most 
cheaply carried out on a large scale, so that there can be, at 
the best, only a few milk distributors of the most economical 
size in a city. Secondly, it is cheapest if the rounds are con- 
centrated. Therefore, consumers must either have little choice 
between distributors, or costs must be above the minimum. 
The housewife, herself, does not realise how much more expensive 
her milk must be if she is to choose between many dairymen and 
have frequent deliveries, in many-sized bottles. 

The solution of the problem is not simple. A system of 
zoning of supplies among some of the existing dairymen might 
merely inflate their profits, and not help the consumer. It is 
difficult to envisage an adequate system of control. No satis- 
factory method has been devised for allocating costs of distribu- 
tion between milk and other products, as a basis for limiting 
profits. It would be very difficult to fix maximum margins 
instead of minimum, as costs of distribution vary greatly accord- 
ing to the density of houses per mile, the hilliness of the streets, 
etc. 

Probably the most satisfactory arrangement would be for 
distribution to be taken over by the municipality or a Co-operative 
Society, whose interests should be the same as those of consumers. 
It is a matter, however, where further information is needed, and 
experimentation essential. Municipal distribution has not been 
a notable success where it has so far been tried in this country, 
and it should be proved efficient before it is generally introduced. 

Moreover it would be expensive and extravagant to buy out 
private distributors at a time when their number and the value 
of their businesses are inflated by the protection of their margins. 
It would be far better to free retail prices at once, and delay the 
unification of distribution until time had been given to see whether 
competition between distributors might reduce the value of their 
businesses to a more justified level. 

The interim period could be devoted to acquiring some of the 
much-needed information on the possibilities of unification. As 
proposed by the Milk Bill, the impartial Commission should be 
given power to experiment in a number of towns. Unlike the 
proposals of the Milk Bill, however, no firm working for private 
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profit should be given a monopoly in any district, as there is no 
guarantee that it would pass on its economies to consumers. The 
Commission should arrange to buy out all distributors but the 
Co-operative Society in some towns and, in others, to buy out all 
distributors and arrange for municipal distribution. In others 
it would be desirable to have both the Co-operative and the 
municipality working in competition with one another. It is 
not yet known whether the greater part of the economies of 
unification could be obtained with two distributors, instead 
of one, and, consequently, with some check on their relative 
efficiencies. 

There is thus considerable scope for legislation to lower milk 
prices. So far it has undoubtedly made them higher than 
they need be, and given both producers and distributors a 
favoured position at the expense of milk consumers. The State, 
and not the milk consumer, should help the dairy-farmer. In 
addition, there seems to be no justification for singling out the 
milk distributor for State protection ; rather is there need for more 
State interference in his business, in the interest of greater economy 
in distribution. 

RutTH COHEN 
Agricultural Economics Research Institute, 
Oxford. 
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Full Recovery or Stagnation? By Atvriy Harvey HANsEN. 
(London: Adam and Charles Black. 1938. Pp. 350. 15s.) 


ProFEssoR HANSEN is now generally considered the leading 
authority on business-cycle problems in the United States; and 
the present volume may be regarded as a record of his work in 
this field extending over the last four years. It includes most of 
his published essays over this period, as well as a number of 
unpublished papers. The essays are arranged in four parts: 
the first contains a review of recent theories, and includes a long 
essay on Mr. Keynes’ General Theory, and one on Mr. Harrod’s 
Trade Cycle; the second deals with the specific problem of social 
security reserves; the third with the international monetary 
situation, and the last with the “‘ economic outlook,” containing 
an analysis of post-war development in the United States and 
of the causes of the 1937 recession. It is a very distinguished 
performance; Professor Hansen succeeds in combining acuteness 
and clarity of reasoning with a fluency of style and a minimum of 
technical terminology which make his book easy and absorbing 
reading, even to the untrained reader. 

As a trade-cycle theorist, Professor Hansen stands perhaps 
nearest to Mr. Keynes; he, too, regards the fluctuations in the 
demand for investment—in the marginal efficiency of capital— 
as the fundamental cause of cyclical fluctuations; and, like Mr. 
Keynes, he is also gravely concerned with the danger of chronic 
stagnation, arising out of the insufficiency of investment oppor- 
tunities relative to savings. While he believes that the exhaustion 
of investment opportunities, following upon a period of high 
investment, is the normal cause of the breakdown of the boom, 
and that the combined operation of the “ multiplier’ and the 
“ acceleration principle” account for the cyclical movements, he 
is critical of any rigid or mechanical interpretation of the 
“acceleration principle”’ such as is found in the writings of 
Mr. Harrod. 

For English readers perhaps the most exciting parts of the 
book are found in the last section, dealing with an analysis of 
the American situation and the outlook for the future. The 
years of prosperity 1923-29 were achieved by a remarkably 
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high level of capital expenditures, averaging over eighteen billion 
dollars annually, or some 25 per cent. of the national income. 
About one-half of this comprised replacement and one-half new 
capital formation. Just over 50 per cent. of the total represented 
“business capital expenditures” (investment in plant and 
equipment), and the rest residential and public construction, 
foreign investment and investment in inventories. “It thus 
appears evident that the high level of income and employment 
in the ’twenties was sustained not alone by investment in business 
plant and equipment, but was supplemented by an extremely 
large expenditure of a non-business nature. This one fact alone 
is apparently of quite extraordinary significance for an under- 
standing of the prosperity of the twenties ” (p. 292). 

Moreover, as far as business capital expenditures are concerned, 
Professor Hansen shows conclusively that the relation of these 
expenditures to total consumption has not altered substantially in 
the entire seventeen-year period between 1921 and 1937. The 
two curves (showing the two types of expenditures) follow each 
other very closely throughout the period—with the one difference 
perhaps that up to 1929 business capital outlays on the whole 
preceded the rise in consumption, while after 1929 the movements 
of consumption preceded business investment. Non-business 
capital expenditures, on the other hand, never recovered in the 
same way after the collapse in 1928. The inference is obvious : 
the failure of the recovery in the ’thirties to carry production to 
pre-depression levels was not due to any “ want of confidence ” 
on the part of business men, since business capital expenditures 
expanded with consumption in much the same way as in the 
twenties. It was due to the absence of those extraordinary and 
non-recurrent investment opportunities which sustained the 
prosperity of the previous decade. Professor Hansen cites five 
such factors which secured the prosperity of the post-war period : 
(1) residential building; (2) public construction, financed heavily 
by Government deficits—there was a ten-billion increase in state 
and local government debt; (3) a large export surplus, financed 
by foreign loans; (4) the rise to full maturity of the great auto- 
mobile industry; (5) the growing importance of durable con- 
sumption goods, financed in large part by a billion-dollar annual 
growth in instalment credit. 

Residential building in the ’twenties was unusually stimulated 
by the rapid growth in population and the shifts in the geo- 
graphical distribution over the period; it was unduly depressed 
in the "thirties by the absence of these factors, and also by the 
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rise in building costs in relation to other costs and by the per- 
sistence, despite Government guarantees, of high rates of interest 
on mortgages. 

As against this, the recovery of 1935-37 should be characterised 
as a ‘‘ consumption recovery.” ‘‘ There had occurred, to be sure, 
a very considerable increase in real investment, but investment 
for the most part followed consumption; it did not, except in a 
limited degree, lead the way ” (p. 276). The rise in consumption 
was secured, after 1933, by a Government deficit at a rate of 
three billion dollars per annum; by the soldiers’ bonus in 1936, 
and by an “accumulated backlog of consumers’ demand for 
durable goods ” financed in large measure by an expansion of 
instalment credit. This recovery has demonstrated the operation 
of the “acceleration principle”—that an increase in con- 
sumption leads to an increase in investment—but it has also 
demonstrated that this “ acceleration principle ” by itself is not 
potent enough either to carry activity to a really satisfactory 
level or to maintain it there for any length of time. In 
Professor Hansen’s view in the typical boom of the past the rate 
of investment has proceeded in large part quite independently of 
the rate of consumption. It is the cessation of this “ anticipatory 
investment,” rather than the cessation of the increase in con- 
sumption, which, according to him, was responsible on previous 
occasions for the turning-point from expansion to contraction. 

The sudden decline in activity in the second half of 1937, on 
the other hand, was partly due to the tapering off of the auto- 
mobile boom, but for the most part to the ‘“ dramatic reversal 
of Government stimulus to consumption from a plus of three 
billion dollars to zero within a single year” (p. 282). Part of 
this was the automatic, and to some extent unintended, conse- 
quence of the imposition of the social security taxes which com- 
pletely offset the formal deficit of the fiscal budget. Professor 
Hansen might even have laid more emphasis on the (largely 
unforeseen) deflationary pressure exerted by this new form of 
taxation. For these pay-roll taxes, whether paid by employers 
or workers, have the same effect as a spontaneous reduction in 
consumers’ demand by an equivalent amount; they are therefore 
much more deflationary than the imposition of income or capital- 
taxes of an equivalent yield would have been. 

Moreover, under the existing legislation the full deflationary 
effect of these taxes will not be felt until 1949, when the old-age 
insurance taxes will reach their standard rate of 6 per cent. of 
pay-rolls. The combined receipts from unemployment and old- 
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age insurance will then reach a total of three billion dollars per 
annum, while the excess of receipts over withdrawals something 
like two billions. If we remember that the net annual savings of 
the country were only nine billions in the years of high prosperity, 
it is easily seen how considerable is the reduction in the “ pro- 
pensity to consume ” which they involve. 

To neutralise their effect will require a further considerable 
increase in the scale of public expenditures; and it can only be 
hoped that Professor Hansen and his followers will succeed in 
conveying the full implications of this policy, and the consequent 
necessity for continued “ deficit-financing,” to the American 
public. 

NicHoLas KALDOR 
London School of Economics. 


A Century of Bank Rate. By R. G. Hawtrey. (London: 
Longmans, Green & Co. 1938. Pp. x + 328. 10s. 6d.) 


In this book Mr. Hawtrey marshals his rich knowledge of 
financial history, reinforced by some most laborious ad hoc 
statistical investigations, in support of his well-known thesis that 
the manipulation of Bank rate, working through the decisions of 
merchants to alter the size of their stocks, can be an almost 
completely effective instrument for controlling the level of eco- 
nomic activity. 

The purpose of the book is “‘ to show how the Bank-rate tra- 
dition grew up, what was in the minds of those who originated it, 
to what extent their intentions were realised in the experience 
which followed, and what is its virtue in the circumstances of the 
present day and the future.” In my judgment the first and third 
of these aims are most successfully accomplished, while the pur- 
suit of the second leads to somewhat indecisive results, and that 
of the fourth reveals some blind spots, as well as great powers of 
penetration, in Mr. Hawtrey’s organ of vision. 

By citations from the Parliamentary inquiries between 1832 
and 1858 Mr. Hawtrey has no difficulty in showing that the 
“Fathers and Prophets” of that era looked to Bank rate to 
exercise its effects upon the exchanges and the Bank of England’s 
reserve mainly through modifying the level of domestic activity. 
But to claim them as preachers of the strict gospel of the modus 
operandi through merchants’ stocks would entail, I think, placing 
an excessive strain on an apparently isolated dictum of G. W. 
Norman (pp. 33, 62, 224). If it were possible to line them up in 
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the witness-box to-day, I cannot help suspecting that as a group 
they would testify more readily to the vaguer formulations of 
Marshall (p. 228) than to the strait Hawtreian thesis. 

Anyway, as Mr. Hawtrey illustrates with a profusion of his- 
torical detail, somehow or other the instrument worked, though 
not so smoothly as it might have done. Some of the imperfec- 
tions in its working are now, thanks largely to Mr. Hawtrey’s own 
‘previous writings, an old story; but he lays most illuminating 
emphasis upon a hitherto neglected one. Just as a high Bank 
rate would attract gold from abroad, thus adding fresh fuel to the 
expansion which it was its function to damp down, so it would 
stimulate country bankers to send idle currency to London with 
similar results in provoking a premature relaxation of the rate. 
And conversely a low rate might lead to an accumulation of idle 
currency in the provinces, depleting the Bank of England’s 
reserve and compelling a rise in rate though trade was still 
depressed (pp. 64-5). 

Two chapters are devoted to examining the relation between 
long- and short-term rates of interest. With the aid of some 
instructive history Mr. Hawtrey expounds and illustrates the 
principle (familiar to readers of Pigou and Lavington *) that the 
repercussion on the long rate of a change in the short rate which is 
expected to be reversed before long is likely to be relatively small ; 
and emphasises well (pp. 158, 168, 185) that such community of 
movement as exists between the two rates is chiefly to be explained 
by their exposure to common influences. He also lays welcome 
stress on those imperfections and rationings in the capital market 
which are so apt to be neglected in certain modern trains of 
reasoning which appear to assume that the money required for 
“investment ”’ can be picked like blackberries in a hedge. 

Is he too optimistic in his view that “only occasionally ”’ 
(p. 177) is the condition of the capital market other than one of 
pressure, regulated by rationing? Does his very financial 
expertise blind him to deeper technical and distributional forces 
making for fluctuation? Does his very historical learning lead 
him to deal too perfunctorily (p. 262) with certain secular structural 
changes which have swollen the investment portfolios of the banks, 
impaired a convenient but perhaps somewhat fortuitous liasion 
between the desire of the public to keep money on hand and the 
desire of entrepreneurs to borrow for working capital purposes, 
and so brought the long-term rate of interest nearer to the centre 
of the financial stage? On the other hand, once the emphasis 


1 Industrial Fluctuations, p. 276; Hconomica, 1923-4, p. 299. 
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is shifted from the rate of interest itself to the ease or stringency 
associated therewith (pp. 61, 202), is not the door thrown open 
to a more catholic interpretation of the working even of the short- 
term market than that which concentrates almost exclusive 
attention on the route through merchants’ stocks of finished 
goods ? 

On these and many other controversial matters raised towards 
the end of the book there is more to be said than can be said in a 
review. Among the authors who have contributed to their 
discussion Mr. Hawtrey is not, indeed, the least dogmatic: but 
he is by common consent among the most learned, scrupulous and 
urbane. 


London School of Economics. 


D. H. RoBERTSON 


World Economic Survey. Seventh Year, 1937-38. By J. E. 
MraveE. (Geneva: League of Nations. London: Allen & 
Unwin. 1938. Pp. 244. Cloth, 7s. 6d. Paper, 6s.) 


Ir is earnestly to be hoped that any retrenchment to which 
political developments may subject the League of Nations will 
not interfere with this annual publication of the Economic 
Intelligence Service, prepared this year for the first time by Mr. 
J. E. Meade. It is an amazingly complete compendium of in- 
formation, useful not only to those whose particular interest is 
international conditions. For each of the more important 
countries of the world there is to be found in the various chapters 
(the index tells you where), under the headings of Activity, 
Employment, Stocks, and the like, as convenient an account of 
the main economic trends, fully illustrated by tables and diagrams, 
as is probably to be found anywhere for the period in question. 

Indeed, it is one of the great virtues of this work that the world 
is regarded as the sum of its constituent parts rather than, as so 
often by those whose main economic preoccupation is international, 
as concerned merely with the residual of total production over 
that aimed at satisfying national needs. But in his explanation 
of the spread of depression in the course of 1937 from the United 
States to other countries Mr. Meade attaches great importance 
to the decline in international trade associated with the decline 
in American imports (the money value of which in the first quarter 
of 1938 had declined by one-third as compared with a year 
previously). The fact that so many countries are nowadays 
operating what is virtually a barter mechanism, with imports 
automatically falling with a decline in exports, intensifies the 


























1939] MEADE: WORLD ECONOMIC SURVEY, 1937-38 97 


impact of such a change on those countries, like England and 
France, which continue to keep their imports unlinked to their 
exports. 

The Survey is far more than a factual account of trends and 
policies. Mr. Meade believes that economic theory is capable of 
accounting for observed events and that policies may be judged by 
the standards of the theoretical economist. But he makes no 
parade of the theoretical apparatus which underlies his writing 
(and which accounts very often for the brilliancy of his treatment). 
It is all taken as a matter of course, and so it must appear to the 
unprejudiced reader. Theory is none the worse for appearing 
under the guise (though that is not the correct word) of common 
sense. Very occasionally Mr. Meade leaves it too much to the 
reader to draw his own conclusions. For instance, his tongue 
might perhaps be more blatantly in his cheek when he writes 
(p. 57): “In both the United States and France, wage increases 
have been encouraged as part of the policy of the Government to 
maintain and expand purchasing power. In Australia, on the 
other hand, wage increases have been effected partly in order to 
achieve the opposite result: namely, to raise wage costs at the 
expense of profits in order to prevent the development of too 
rapid a boom.” 

Though less concerned with discussing policy than in explain- 
ing fact, Mr. Meade has much to say of the change of attitude in 
recent years towards expansionist endeavours. “It appears that 
many more countries than in 1929 and 1930 have in recent months 
taken prompt measures of internal monetary expansion and 
expenditure on capital goods to offset the recession ’”’ (p. 205). 
It may, however, be doubted whether the international commit- 
tees, of which Mr. Meade makes mention, will find it any easier to 
effect co-operative action, designed to obviate ‘‘ the danger that an 
adverse pressure on its balance of international payments will 
prevent any single country from taking measures of this kind ” 
(ibid.). It would surely first be necessary that the British 
Government should publicly retract what still holds the inter- 
national field as its expression of opinion: ‘‘ The experiment of 
large-scale public works as a method of dealing with unemploy- 
ment has been tried and has failed and it is not intended to repeat 
it” (Documentary Material collected regarding National Public 
Works, p. 41: published by the League of Nations in 1936). 
Perhaps, however, an international conference designed to secure 
synchronised loan-expenditure on rearmament would not be 


unsuccessful. 
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A common objection to international action aimed at curing 
depression is that the autarkic countries could not be expected to 
co-operate. Mr. Meade seems to share this view, at any rate with 
regard to measures designed to liberalise trade (p. 164). It does, 
however, seem questionable whether the co-operation of autarkic 
countries is at all necessary. For their participation seems in- 
evitable. They import all that their exports will pay for. An 
expansion of their exports, as a result of a change of policy adopted 
co-operatively by the rest of the world, will bring automatically 
in its train an expansion of their imports. That is all that is 
required. 

Completing his labours in July 1938, Mr. Meade found his 
prophetic instincts alive to a recuperative tendency in funda- 
mental economic conditions, likely to bring a short-lived recession 
toanend. But he was unable to put out of his mind the condition 
of international politics: “this breeds an atmosphere of insecu- 
rity which militates against business commitments” (p. 210). 
And so he closes with a question mark. Seven months later it is 
difficult to point to any respect in which he was wrong. 

R. F. Kann 
King’s College, 
Cambridge. 


Slump and Recovery, 1929-1937. A Survey of World Economic 
Affairs. By H. V. Hopson. (London: Oxford University 
Press. 1938. Pp. viii + 484. 10s. 6d.) 


Tuts volume, issued under the auspices of the Royal Institute 
of International Affairs, is mainly based on the chapters on 
economic events which Mr. Hodson has contributed in past years 
to the Institute’s annual Survey of International Affairs. The 
period covered by this volume starts with the onset of world de- 
pression in 1929, and closes with the collapse of the commodity 
boom in the first half of 1937; and thus covers a complete cycle 
of trade depression and recovery. 

In the construction of such a broad survey of world events 
it is inevitable that many difficulties should be encountered. In 
the first place, how narrowly should the subject-matter be de- 
fined? It would be possible to confine it to a pure narrative of 
events. But if it is desired to expand the study so as to analyse 
the sequence of cause and effect in the economic history of the 
period, two main alternative developments of the study are 
available. It may be expanded in such a way as to apply the 
economic analysis of trade-cycle theories to the actual events of 
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the particular cycle of 1929-37. If this alternative were adopted, 
the study would run largely in terms of the relations between 
the demand for capital goods and for consumption goods, between 
the supply of money and the rate of interest, et hoc genus omne. 
In this case statesmen and their economic policies would be treated 
summarily, and regarded as “shocks” of smaller or greater 
importance, to which the economic system is subjected in the 
course of the self-generation of the cycle according to its own 
inherent dynamic laws. 

On the other hand, it is possible to develop such a survey of 
economic events so as to emphasise the causal interactions between 
the statesmen’s acts of economic policy and the development of 
the state of trade activity. To what extent was the slump due 
to an unwise economic policy? To what extent did acts of policy 
hasten or impede recovery? How, in turn, did the course of 
economic events react upon the outlook of statesmen and so 
upon their economic policy? These are the questions on which 
Mr. Hodson’s analysis is based. The reader of Mr. Hodson’s 
book will find relatively little attempt to analyse the course of 
events between 1929 and 1937 in terms of trade-cycle analysis. 
But in addition to a clear narrative of the main economic events, 
the reader will also find in this book an excellent account of the 
chief acts of economic policy during these years. 

There is, of course, no question whether Mr. Hodson is right 
or wrong in choosing to treat his survey in this way. The choice 
of subject-matter depends simply on the object which it is desired 
to achieve and on the relative importance which the author places 
on the inherent economic “laws ”’ of the economic system and 
on the intervention of statesmen in economic matters, as influences 
determining the course of events. But Mr. Hodson’s choice has 
greatly influenced the whole of his book. For example, Mr. 
Hodson expressly confines himself to a discussion of international 
economic relations; and he is able to deal with internal economic 
developments in the main countries much more summarily than 
would have been possible if he had wished to explain the world 
slump and recovery mainly in terms of the forces inherent in the 
economic system itself. But although Mr. Hodson has chosen 
to lay emphasis upon economic policy, he does not imply that the 
statesmen have been invariably effective. His chapter on the 
World Economic Conference, 1933—which, incidentally, may be 
considered one of the most successful in his book—is a good in- 
stance of this. Proposals were then discussed to raise prices by 


restricting production, when the raising of prices through increased 
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monetary demand was desired as a means of increasing production. 
The United States of America, the principal advocate of raising 
prices through increasing monetary demand, argued at that time 
for the strict balancing of budgets. Mr. Hodson’s admirable 
account of the Conference brings out many such apparent in- 
consistencies. 

Apart from the limitation of his subject-matter, the method 
of its treatment also presents grave difficulties for the author of 
so comprehensive a survey of world events. Clearly a purely 
geographical division of the subject-matter is out of the question. 
If, however, a purely chronological division is adopted, there will 
inevitably be a lack of coherence in the treatment of certain 
problems which run through the whole period. If, on the other 
hand, the main division is by problems, the chronological sequence 
of events is bound to suffer. Mr. Hodson has attempted to 
compromise. His chapter headings show in the main a division 
by problems—e.g., ‘The World Economic Conference,” ‘‘ The 
American Crisis,” “‘ Commodity Regulation,’ ‘‘ The End of the 
Gold Bloc.”’ But as far as possible the different problems are 
chosen for treatment in a chronological order according to the years 
in which they became most important. Mr. Hodson is not com- 
pletely successful in his solution of this difficulty of treatment of 
his subject-matter; the chapters give the impression of being 
to some extent disjointed essays, and the reader does not readily 
gain the impression of a single connected development of world 
economic affairs from 1929 to 1937. But an ideal method of 
treatment probably does not exist; and the book remains an 


excellent source of information, completed by a full index. 
J. E. MEADE 


Geneva. 


Toward Full Employment. By H. 8. DENNISON and OTHERs. 
(London: McGraw-Hill. 1938. Pp. xiii + 297. 12s. 6d.) 


IN a field where useful thinking is exceedingly strenuous, the 
several authors of this book have earned admiration and grati- 
tude. Their thinking is almost everywhere rigorous and clear, 
and the evidence of care and enthusiasm lavished on the book is 
unmistakable. 

They do not offer a systematic diagnosis of the business cycle : 
they assume that incipient depression will show itself from time 
to time in the future, and they put forward a programme for 
maintaining employment and aiding recovery. Their plan has 
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three aspects, each explained by a different author in one of the 
three divisions of the text : 

(1) The flexible budget which finances public works by 
deficit when unemployment rises above a predetermined level, 
and is more-than-balanced to redeem the resulting debt in years 
of prosperity. 

(2) A Federal Reserve policy designed to restrain speculative 
fevers, but to make borrowing easy in a depression. 

(3) A modification of the tax system such as to take away 
from the individual less of the income which he would otherwise 
spend on consumption, but more of the income which he would 
otherwise save. 

In regard to public works, the authors insist on the need for 
plans to be matured well in advance and finance to be provided 
by contingent appropriations, but they seem not to realise the 
chief reason for this—namely, the vital importance of instanta- 
neous action at the very first sign of a slump. Their criterion of 
the moment for action is the emergence of unemployment in 
excess of what is merely frictional or seasonal. But is it necessary 
to wait until unemployment has plainly risen above ‘this level ? 
The possibility of forecasting employment by prompt reports at 
short intervals of intended building and other construction, after 
a study of the function according to which changes of total 
employment are associated with changes in constructional em- 
ployment, is not mentioned. There is no discussion of the pos- 
sibility that a deficit incurred in meeting a slump may fail to be 
completely extinguished in a subsequent period of prosperity, or 
of the consequences if this occurs. 

In Part II the kind of “ business stability ’’ which ought to be 
aimed at, and what banking policy can and cannot do to further 
this end, are clearly and soundly discussed. The only criticism 
here concerns the importance which the author attaches to the 
proportion of total bank loans which have at any time been 
granted for each different purpose or against each different kind 
of collateral security or asset. The purpose to which a loan is 
applied by the borrower is, of course, important; but if when he 
pays the money away it becomes an addition to somebody else’s 
stock of purchasing power, it matters just as much to the economy 
what this second person does with it, and to what use the third 
recipient to whom he pays it will put it, and so on. To all 
this the origin of any increment to the total stock of money 
can give no clue. Undeniably, of course, a growth of the 
number of borrowers who in any unit period apply for a 
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loan for some particular purpose does constitute an important 
symptom. 

Part II also contains a brief analysis of the nature of the 
business cycle, explains how banks create money, discusses 
criteria of control and means of control of this process, and in an 
excellent chapter distinguishes between “ pure production ex- 
pansion,” “pure price inflation,” and “ mixed expansion and 
inflation.” In a summary of this Part, emphasis, which could 
not be too strong, is laid on the importance of business temper 
and confidence. 

Part III is concerned, first, to discover what kinds of tax result 
in destroying part of the flow of consumer-spending by individuals 
which would otherwise have occurred. In order that spending 
by the Government may be added to, rather than substituted 
for, the consumption-spending of individuals, it advocates the 
abandonment of indirect taxes in favour of steeply graduated 
income and inheritance taxes, on the belief that the consumption- 
spending of persons in the higher income-brackets is independent 
of the level of the direct taxes they have to pay. There follows 
an excellent chapter on the nature of saving, fully in accord with 
the view that too strong a propensity to save can be responsible 
for a shortage of effective demand; and this chapter also discusses 
the power of a low interest-rate to stimulate investment, express- 
ing the view that it is only effective in the case of such projects 
as housing or public utilities. The last point which calls for 
mention is a powerful and logical case for a prohibitive tax on 
undistributed corporate income. The book is completed by im- 
portant Appendices giving statistical indications of the possi- 


bilities offered by the programme. 
G. L. S. SHACKLE 


Institute of Statistics, 
Oxford. 


Principles of Monetary-Industrial Stability. By Hucu Munro, 
B.Sc., M.I.Mech.E. (Blackie: London and Glasgow, 1938. 
Pp. xiv + 130. 5s.) 


Tue following is an extract from the author’s preface: “A 
well-known present-day economist has stated: ‘The problem of 
the price-level is the most important single problem of our age . . 
it is fundamental to the solution of . . . unemployment... 
class hatred . . . and the rest.’ That is the nature of the problem 
to which I now offer a solution.” (Reviewer’s italics.) 


I find no allusion in the book to any other writer. Apart from 
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one acknowledgment in the preface and a reference to the 
Macmillan Committee in the text, Mr. Munro’s solution of the 
most important problem of our age appears as his own. He 
envisages the problem as that of learning to “conform . . . to 
the physical laws which govern the interactions of money and 
goods ”’ (author’s italics). Like Newton’s, these are three. But 
we are also to conform to one ethical axiom—viz., that justice 
requires the money-price of a “ composite-ton”’ to be kept as 
far as possible constant. Mr. Munro thinks that the psychological 
factor present in economics, but absent from physics, is 
“concerned chiefly with questions of equity”; these admit of 
alternative partial solutions, and he would try to solve them in 
the Co-operative State, “‘ where each worker may enjoy what he 
acquires subject to the Laws of Economic Stability,’ the 
observance of which would be secured by means of controls 
exercised by a Financial and an Industrial Council, aided by a 
Statistical and Estimating Department. 

“Classical”? economists (pace Professor Robertson) tended 
to discuss prices without discussing price-levels. Mr. Munro 
manages to discuss “‘ the” price-level without discussing prices. 
He is untroubled by the plurality of price-levels, since he holds 
that “ the ‘ composite-ton ’ price-index does not require weighting 
factors ” and is “ theoretically correct.” Yet not all the price- 
discussion is at this level. For example, there is point in the 
epigram “the banker has security for his money no matter 
whether prices rise or fall; the trader has no security for money 
if prices fall; and the consumer has no security for his money if 
prices rise.” This pithy half-truth is characteristic. On the 
economic side the book is deplorably weak. Much of it consists, 
however, of a detailed theoretical study of the circulation of 
money; and this part is very well done. Mr. Munro’s economic 
physics is really monetary kinematics. His laws are analogous 
to Kepler’s rather than to Newton’s. 

I believe the “ flow-of-cash ” approach to be the right one for 
beginners in monetary theory. The teaching of kinetics before 
kinematics is apt to produce sophistication rather than compre- 
hension. We must learn to walk before we can run; and Mr. 
Munro can help both the young to toddle and the adult to keep 
their feet on the ground. He writes admirably; his diagrams 
illustrating the circulation of money are unusually well-chosen 
and comprehensive, the analysis of it clear and thorough, and the 
discussion very well arranged and exemplified. The trouble is 
that he never gets anywhere near describing the other, and 
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enormously important, causal factors operating in the real, 
gambling, profit-seeking, security-loving, habit-ridden world. 
The motive of liquidity-preference—the reluctance to forgo, by 
parting with ready money, the sense of security conferred by its 
possession—and the scaling down of activity to such enterprise 
as seems to promise high enough returns to leave a margin over 
for the promoters after overcoming this motive in themselves and 
in others, do not come into his picture. Nor does the converse 
of liquidity-preference, the speculation-motive—the desire to pur- 
chase non-liquid assets for a rise, with its partially self-realising 
consequences. Given the price-structure (which is not represent- 
able by any one scale-index), activity can indeed be completely 
described in a comprehensive picture of the flow of money and 
indebtedness. But the causes governing activity cannot be so 
described. However full and accurate our picture of the monetary 
circulation, its study can throw only a very partial light on the 
conditions of stability of the economic system. For the forces 
causing expansion and contraction are to be found, in great part, 
in changes in the prices of assets—especially monetary assets— 
of which the money-value shifts proprio motu towards what we 
think it is going to become. And here the analogy with physics— 
kinetics or any other branch, as well as kinematics—breaks down 
altogether. Economics is quantitative; but it is unique in having 
to deal with quantities that behave like this. Such behaviour 
is peculiar to monetary quantities, because money is the link 
between the present and the undetermined future. The “laws 
which govern the interactions of money and goods ”’ are in large 
part psychological. 

Mr. Munro is blind to this. Nevertheless, the points which 
do turn on the flow of money—too often neglected nowadays, 
to the puzzlement of the uninitiated—as well as the nature of 
that flow itself (as distinct from its causes), are exceptionally 
well brought out. Many readers who know far more about 
economics than Mr. Munro might benefit from his exposition of 
these points. This applies particularly to his account of the 
direct effects (as distinct from the indirect effects operating via 
the rate of interest in relation to business expectations) of slowing 
down or accelerating the flow of money at different points in the 
circulation, and of the various methods of creating new money. 
The latter are very well described and analysed. What the 
author sees, he sees clearly. (Major Douglas’ followers, above all, 
would do well to study what he has to say.) But he sees nothing 
else at all. 
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One lesson, too, may be learned from the very limitations 
of Mr. Munro’s vision. It is possible for those who accept his 
ethical axiom of the overriding necessity of “a” constant price- 
level to solve the problem of our age by suppressing the forces 
which he does not see. But this leads, not to the Co-operative, 
but to the Corporative State. The growth of totalitarianism is 
the result of trying to cure unemployment without “ inflation.” 
‘‘A well-known present-day economist” has stated “. . . it is 
ideas . . . which are dangerous for good or evil.” 

Hvueu TownsHEND 


London. 


Britain in Recovery. PREPARED BY A RESEARCH COMMITTEE OF 
THE Economic SCIENCE AND STATISTICS SECTION OF THE 
BritisH Association. (London: Sir Isaac Pitman & Sons, 
Ltd., 1938. Pp. xvi + 474. 15s.) 


THe Research Committee of the Economics Section of the 
British Association has produced this volume as a sequel to 
Britain in Depression, which appeared in 1935. The object is to 
present the facts about the impact of the recent recovery on the 
British economic system, and thereby to provide a storehouse of 
data for those who wish to pursue more intensive inquiries into 
the period 1932-37. Part I is devoted to the main themes. 
There is an Introduction by Professor J. H. Jones, the Chairman 
of the Committee; Mr. G. D. A. MacDougall contributes a com- 
prehensive survey of the whole cycle 1929-37; Dr. H. W. Robinson 
writes on employment and unemployment, Mr. S. R. Dennison 
on the effects of recovery on various regions, Professor J. H. 
Richardson on industrial relations and tariffs; while Mr. N. F. 
Hall winds up with a study of the foreign exchanges. Part II, 
occupying about two-thirds of the volume, consists of papers 
analysing the fortunes of fourteen separate industries, agriculture 
being split into three sections—namely, grain and other crops, 
milk, and the livestock and meat trade. 

There can be no doubt about the skill shown by Mr. Mac- 
Dougall in compressing into 83 pages a factual survey of the years 
1929-37, ranging over the main indices of activity, employment 
and production by industries, and the cost of living, wages and 
wholesale prices. Useful diagrams and tables, based on a wide 
variety of sources, indicate the chief landmarks for the period, 
but interpretative comment is necessarily reduced to a minimum. 
Within the limits imposed upon him, Mr. MacDougall has carried 
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out a difficult task with thoroughness and clarity. Dr. Robinson 
and Mr. Dennison, whose papers to some extent overlap, have 
drawn on Ministry of Labour sources to trace changes in the 
labour market. The level of unemployment at the peak of the 
recent boom was higher than in 1937; the feast was haunted by 
the spectre of the “ special areas.”” One important aspect of the 
recovery which might have been examined somewhere in Part I 
is the extent and implications of the scarcity of certain classes of 
skilled labour; and one would have liked to hear more about the 
trade unions than Professor Richardson has put into his brief 
account of industrial relations. For example, what has been the 
effect of recent changes in the location and character of our indus- 
tries on the balance of power within the trade-union movement ? 
Did the recovery accelerate or did it check the tendencies dis- 
cernible between 1926 and 1932% Moreover, why did not the 
Committee attempt a quantitative estimate of the part played 
by rearmament in the upswing? Mr. Hall has some acute things 
to say about the policy of the Exchange Equalisation Fund: it 
is refreshing, in a volume almost devoid of interpretation, to come 
across a contributor who ventures to argue a case. 

Part II is an instructive source of reference on the course of 
events in each industry. Bibliographies are appended to nearly 
all the papers; but it would have added to the utility of this 
section if the writers had adopted a common practice of indicating 
in footnotes the source of each of the important statistical tables. 
Professor Ashby and Mr. W. H. Jones, reviewing the milk trade, 
find that “ the Schemes and their Boards have somewhat naturally 
been subject to a considerable amount of ill-informed and some- 
times prejudiced criticism.”’ But it is not enough, in justification 
of these schemes, to say that they have given the industry 
“ stability and the possibilities of ordered progress.” Many are 
the sins that can be committed in the name of “ ordered pro- 
gress”?! And then, in dealing with the coal industry, it is sur- 
prising that Professor J. H. Jones has omitted to examine the 
considerable powers of discrimination iow vested in the bodies 
controlling output and prices. When the sole source of supply of 
an important raw material is a corporate monopoly, pursuing a 
far-reaching policy of discrimination, it is essential to investigate 
the effects on the costs and prices of industries using this raw 
material. A similar comment is relevant in regard to Mr. McCal- 
lum’s paper on the iron and steel industry. It is disappointing 
to read that a discussion of the merits and limitations of the price 
policy of the British Iron and Steel Federation is beyond the scope 
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of the memorandum, for surely this is of the utmost relevance to 
the subject-matter. Special interest attaches to Sir Harold 
Bellman’s treatment of the building trades; he succeeds in cap- 
turing the reader’s attention by the ease of his style and his 
evident concern to give answers to the main questions. He shows 
that ‘“‘ there was an anticipation of broadening activity among 
builders in the late autumn of 1932,” though the first impact of 
the boom in house-building was not felt till the summer and 
autumn of 1933. Among the conclusions is the suggestion that the 
boom “derived its ultimate motive force from an intensive public 
demand for improved standards of housing accommodation.” 

The volume as a whole prompts two general reflections. 
First, there is always a danger in examining an individual industry 
that the “industry point of view ” might influence the writer’s 
thought. There are statements in one or two of the papers which 
sound as if the industry described were almost an end in itself. 
It is to-day more necessary than ever to reiterate the fact that 
individual industries have no raison d’étre except as the cells of a 
whole organism. Secondly, it would have been appropriate in a 
volume overladen with descriptive matter to have had a chapter 
devoted to the chief qualitative features of the recovery of 1932-7. 
Those interested in the theory of industrial fluctuations should be 
able to obtain from a book of this kind some indication of the 
time sequence and relative importance of the factors which were 
at work during the upswing. In this connection the inability 
of the Chairman to fulfil his undertaking to contribute a memoran- 
dum on interest rates and investment is to be regretted. It 
would have been especially interesting to have inquired whether 
the empirical data throw any light on the validity of some recent 
theoretical speculation concerning the nature of the upward 
turn of the trade cycle. One would have thought that Mr. R. F. 
Harrod, who is a member of this Research Committee, would 
have taken the opportunity of submitting one or two of his pro- 
positions to the test of fact. In the Introduction Professor Jones 
explains that “interpretation is essentially the task of an indi- 
vidual,” and that “if any Committee embarked upon the task 
of evaluating the forces in operation and measuring their relative 
strengths in a complex world its task would never be completed.” 
While admitting the difficulties, one must confess to a feeling of 
disappointment that the Research Committee did not decide to 
take the more ambitious line. 

Brintey THOMAS 


London School of Economics. 
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Les Mutations Monétaires. By P. QuapvEN. (Paris: Sirey. 
1937. Pp. 253. 50 fr.) 

Tuts book, written by a Belgian early in 1936, compares the 
devaluations in Great Britain in 1931, in the United States in 
1933 and in Belgium in 1935. He concludes that the effects of 
devaluation are a function mainly of world conditions at the 
time it takes place. Thus as a consequence of continued recession 
in international trade during 1932 and 1933 the British balance 
improved in spite of a further decline in exports, and there was 
no appreciable rise of prices at home. On the other hand, the 
American devaluation two years later, when world conditions 
had already begun to recover, led to a considerable (though 
clearly less than proportionate) rise in internal prices, and a 
marked expansion of exports. In Belgium the trade balance 
did not improve at all, so marked was the expansion in the demand 
for imports as a result of reviving trade, while prices rose (Belgium 
being a small market) almost in direct proportion. M. Quaden 
notes that both British and American exports were diverted 
to markets with similarly depreciated currencies at the expense 
of exports to the gold bloc countries—a sinister tribute to the 
efficiency of import regulation by quota. The book constitutes 
a useful review of the experiences of the three countries discussed. 

Harotp Barcer 
University College, 
London. 


Les Mouvements de Fond de V Economie Anglaise, 1800-1913. By 
Pavut RovussEaux. (Louvain: Institut de Recherches 
Economiques; Brussels: Universelle. 1938. Pp. 299.) 


Dr. Rovsszaux began to study British economic history 
mainly in order to draw a comparison with Belgian experience, 
but he has succeeded in producing a review of British economic 
series from 1800 (in a few cases from the eighteen-twenties only) 
to 1914 which can have few if any rivals in comprehensiveness. 
The material is grouped under the following headings: vital 
statistics, prices, wages, finance, production, and foreign trade. 
Naturally a good deal of the material is already familiar, though 
often not readily accessible. The author has, however, derived 
an entirely new collection of partial price indices on an annual 
basis from 1800 as follows: for vegetable products (domestic, 
exotic, and exotic foodstuffs), for animal products, and for leading 
industrial products. These are derived separately for the period 
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to, and for the period after, 1850, and linked together in that year. 
The very rapid fall in the prices of the imported groups between 
1820 and 1850 is in marked contrast to the level trend shown by 
the indices for domestic commodities. From Schlote’s figures 
reproduced in a later section, however, we learn that the price 
of exports fell even more rapidly, and it seems certain that the 
net barter terms of trade, in terms of commodities at least, 
deteriorated steadily until about 1860, after which a gradual 
recovery set in. In terms of factors the result might, of course, 
come out otherwise. 

The series on foreign trade and the price indices for imports 
and exports as a whole on the one hand, and the production 
series on the other, are taken from two volumes by W. Schlote 
and W. Hoffmann respectively issued recently by the Institut 
fir Weliwirtschaft at Kiel. The data on wages, due mainly to A. L. 
Bowley and to G. H. Wood, are of course still very incomplete. 
In the field of finance Dr. Rousseaux is responsible for a new 
series for equity prices for 1825-67, the period immediately 
preceding general limited liability. This index is, inevitably, 
weighted heavily with public utilities. Practically all the series 
are shown both numerically and graphically on no fewer than 
thirty-eight charts, whose usefulness is enhanced by the insertion 
of numerous linear trend lines. Occasionally moving averages 
have also been used, and it may be suggested that Chart XXVI 
would probably yield better results with the use of a single 
eight-year instead of a double ten-year graduation. 

The author’s analysis and interpretation are literary rather 
than statistical. He concludes that in 1830 England was still 
an agricultural country, and that not until 1870 was industry 
in a dominant position. He has some interesting things to say 
about the relation between production and prices in agriculture— 
he finds a long-run but no short-run correlation—and he believes 
that the fall in the general price level after 1873 for the first 
time outstripped technical progress. The new series which Dr. 
Rousseaux has evolved deserve the close attention of students of 
nineteenth-century prices, and the book as a whole forms an 
invaluable complement to the more orthodox type of economic 
history. 

Haroip BaRGER 
University College, 
London. 
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Foreign Balances. By Pavt Ernzic. (London: Macmillan. 
1938. Pp. viii+ 186. 8s. 6d.) 


In this volume Dr. Einzig makes a plea for fuller information 
and a closer study of the economic repercussions of movements 
in foreign balances. It is written with the conviction that econo- 
misis still tend to regard such balances as homogeneous in charac- 
ter, and so fail to grasp their full significance. This view is not 
likely to be challenged, and any attempt to elucidate the problem 
will be welcomed. Dr. Einzig does not attempt more than a 
preliminary survey of the major issues involved. An adequate 
treatment would involve the joint efforts of several types of 
specialist. But his volume serves its purpose. 

The economic implications of such further investigation appear 
in several directions. There is the relationship between inter- 
national capital movements and international movements of 
goods, a topic which is relevant to tariff policy and to the question 
of foreign lending. There is the problem of monetary manage- 
ment, both as regards the object aimed at and the mechanism of 
control. In that connection, Dr. Einzig dismisses the idea of 
stabilising the price level as being as old-fashioned as the old 
orthodox notion of allowing central-bank policy to be governed 
by gold reserves. Movements of foreign balances rank in im- 
portance with gold movements, but whereas central banks may 
have fairly complete knowledge of gold movements, their know- 
ledge of movements of foreign balances is insufficient. Hence the 
added risks to which the controlling authority is exposed. And 
there is the more general question as to the desirability of per- 
mitting the free movement of such balances. With “hot”? money 
in mind, Dr. Einzig associates freedom with “ the risk of frequently 
recurring international crises of growing intensity.’ In this, he 
assumes a long-run tendency for the international short-loan fund 
to increase in size, though at the same time he recognises as a 
mitigating factor the influence of larger monetary gold stocks, 
properly distributed. He concludes that the case for freedom of 
movement, under existing conditions, is not well established, but 
that it will not be abandoned until bitter experience renders control 
inevitable. 

Whatever estimates may be made of the factors which may 
make for future instability, the technique of control is in process 
of evolution. Exchange funds'are not likely to disappear even 
with an improvement in general conditions, and the mechanism 
of the forward market has acquired a new importance. Dr. 
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Einzig has already discussed these aspects of the problem in 
separate volumes which should be taken in conjunction with his 
present work. He sees in the use of forward-rate policy a new 
instrument which can influence the movement of foreign balances, 
but he does not imagine that such an instrument would be com- 
pletely sufficient. This he links up with the distinction between 
covered and uncovered balances. Transferences of uncovered 
balances affect spot rates of exchange directly, but only exercise 
a psychological influence on forward rates. A forward-rate policy, 
therefore, is powerless to exercise direct control over such a move- 
ment as the flight of refugee money, but it might be used to induce 
a movement of covered balances in the opposite direction. Of 
course, the distinction between these two types of balances is not 
firmly drawn or firmly maintained, and it is still uncertain whether 
uncovered balances increase in relative proportion to covered 
balances during periods of unstable exchanges. To the present 
writer there would seem to be a presumption in favour of the view 
that the relative importance of uncovered balances tends to in- 
crease under these conditions, and if that view should be correct, 
it implies that the forward-rate policy which Dr. Einzig outlines 
may have formidable obstacles to confront it. But incomplete 


success i3 not equivalent to failure. 
D. T. Jack 
King’s College, 
Newcastle-on-T yne. 


Monetary Policies of the United States, 1932-1938. By J. D. 
Paris. (Columbia University Press. 1938. Pp. xiv + 198.) 


Ta1s volume provides a detailed account of the legislative 
changes affecting gold, silver, Federal Reserve notes, and other 
forms of paper currency in the United States under the Roosevelt 
régime, together with some incidental observations on their 
economic significance. It also provides a chronology of events 
and a series of extracts from the relevant legislation, these two 
together making up more than one-third of the volume. Within 
the limits which the author has set himself the ground has been 
adequately covered, though by excluding credit policy from the 
scope of the discussion there is an apparent incompleteness in the 
argument. The text is somewhat marred by unnecessary repeti- 
tion, but the conclusions are definite. There has been no single 
monetary policy, but a succession of policies with only a hesitating 
underlying tendency embodied in the idea of restoring prosperity 
by reflation. The measures adopted, when they were_not re- 
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sponses to the pressure of sectional interests—most noticeable in 
the case of silver—had little apparent regard for consistency. 
The author does not regard the manipulations of gold as a main 
cause of the price and business recovery which occurred; but 
he does consider that they created new difficulties by aggravating 
the maldistribution of gold. Similarly in the case of silver the 
desired objectives were not realised while results occurred which 
were not anticipated. Ifthe currency of the country is a managed 
currency, it is not known on what principles the management 
is conducted. ‘ The nation’s currency is indeed on a day-to-day 
basis with no definite, fixed objective, no commonly known 
standard of operation, and no underlying permanent policy.” 
Dr. Paris advocates a return to the full gold standard in inter- 
national dealings, with the dollar at its present gold content, 
together with the abolition of the exchange stabilisation fund on 
the expiry of its present life in June 1939. In the case of silver, 
he advocates an abandonment of the practice of silver dilution 
of the currency. As regards the paper currency, Federal Reserve 
bank-notes and ‘‘ Greenbacks’”’ should be retired, and the 
Glass-Steagall amendment to the Federal Reserve Act should 
either be repealed or made a permanent section of the Act. But 
these recommendations are presented in summary form, and are 
not the result of systematic argument. It cannot be said that 
the conclusions as to future policy emerge logically from the his- 
torical narrative which precedes them. It need not be disputed 
that the removal of the uncertainty surrounding the monetary 
policy of the United States would be advantageous, but the 
desirability of a speedy return to a full gold-standard system 
depends on an examination of such things as the banking position, 
the price structure, and the probable magnitude of “hot”? money 
movements from one country to another, and these are topics 


which are not touched upon by the author. 
D. T. Jack 


King’s College, 
Newcastle-on-T yne. 


Consumption in Our Society. By EizasetH Exuis Hoyt. 
(New York and London: McGraw-Hill Publishing Co. 
1938. Pp. ix + 420. 18s.) 


In this work Professor Hoyt sets herself a fourfold task: 
to examine the basic forces underlying the habits of consumers in 
the world at large, and in the United States in particular, to 
examine the efficiency with which unregulated, or partially 
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regulated, competition allows the resulting preferences to be 
expressed in patterns of production, to measure the scales and 
criticise the standards of consumption actually achieved, and 
finally to discuss the possibility of maximising long-period 
satisfactions. To it she brings the double qualification of 
economist and anthropologist, a combination which readers of 
her Primitive Trade will remember as remarkably fruitful. 

In the first section of the book it is the anthropologist who 
predominates. Primary types of interest, those relating to 
physiological needs and to the gregarious nature of the human 
animal, are separated by the author from the secondary types, 
or those which distinguish types of culture, and these are divided 
into four classes: the intellectual (Athens—now extinct), the 
technological (U.S.A.), the esthetic (China), and the empathetic 
(India). The author acknowledges her debt to the Gestalt psycho- 
logists in this section, and repays it by the efficiency with which she 
employs their tools. Her analysis of the part played by mass- 
production upon contemporary American standards of consump- 
tion is well balanced, sympathetic, and discriminatingly critical. 

The next section is the work of the economist. It examines 
the effects of imperfect competition and monopoly, of inequalities 
in the distribution of wealth, of the trade cycle and of state 
regulation, upon standards of consumption. The best part of 
this portion of the book is the chapters dealing with existing 
state regulation in the U.S.A., which draws a sorely needed dis- 
tinction between measures likely to be of assistance to the whole 
economy, and those which aid one group, only by penalising 
another in equal need of help. But it is a pity that Professor 
Hoyt confines the discussion of monopoly and imperfect com- 
petition only to the two extreme remedies—a minimum of 
external regulation and complete state planning—to the exclusion 
of a socialist society based upon free consumers’ choice. One 
may also consider that “ objectivity ” has been carried somewhat 
too far when the revision of habits of consumption during depression 
is represented as a not unmitigated evil, on account of its value 
for the education of the consumer. Surely the American people 
were aware of the superiority of fried chicken to pea-soup, of 
modern dwellings to the frame house, before 1930! 

Standards of consumption, as illustrated by statistical material 
gathered over a very wide range of sources, form the subject- 
matter of Part III. The material is handled with restraint 
and discrimination and only those conclusions which emerge 


without question find endorsement from the author. Much of 
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the matter relating to changes of consumption habits during the 
worst of the depression is fresh to English readers, and emphasises 
several points of difference between the course of events in the 
U.S.A. and in Great Britain. Finally Professor Hoyt turns her 
attention to the question of maximising consumers’ satisfactions, 
not in the sense normal to economists of increasing the efficiency 
of production, but in terms of improving the distribution of 
income and the “efficiency” of the consumer. This is the 
weakest, as it is the most difficult, part of the book, and it is 
here that the objectivity of the anthropologist, which served so 
well in the opening section, appears as a handicap. For unless 
one is willing definitely to choose between cultures, to present 
a political rather than an anthropological valuation, it appears 
that the “ productivity ” criterion of the pure economist is the only 
one which can be applied. At least the reviewer remains un- 
convinced. 

This work is a notable contribution to the literature of con- 
sumption. In addition to those of its merits which are catalogued 
above its author presents her arguments with a concise fluency 
and a degree of verbal precision rare among writers on the subject. 

HENRY SMITH 
Ruskin College, 
Oxford. 


The Significance and Basic Postulates of Economic Theory. By 
T. W. Hutcuison. (London: Macmillan. 1938. Pp. x + 
192. 8s. 6d.) 


Mr. Hvutcuison’s book is an application of logical positivism 
to economic theory. Now, for a systematic theory of knowledge 
anti-metaphysicalism, as it may be called, will not serve. For 
it ignores the central problem of philosophy since Descartes— 
namely, the contrast and the relation between subject and object— 
and it has therefore no technique of self-criticism. In the sociology 
of knowledge one could show the affinity of this attitude with 
mystical atheism or martyrdom for the belief in ethical relativism. 
Nevertheless it is an approach of permanent value, along with the 
speculative approach, in the development of philosophy, and on 
details logical positivists have done good work. 

Mr. Hutchison’s attitude to the fundamental problems is 
not very dogmatic. 

“Tt is sometimes argued that there are metaphysical 


assumptions underlying all sciences. . . . Actually we 
happen to believe that this notion ... has been shown 
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to be completely misconceived. But even ifit were not so... 
the scientific (discussion) . . . should be pushed back as far 
as it could according to its own methods and criteria ” (p. 17). 


The method applied by Mr. Hutchison to economic theory 
is to distinguish between analytical deduction and synthetic 
assertion; and his criterion of legitimacy for the latter is verifi- 
ability. The method is correct, the criterion is ambiguous. 
Let us see how he uses them in concreto, taking the easiest 
example—namely, the quantity theory of money. This can 
mean, either that if V and 7' are constant P varies with VY, or 
that if M changes neither V nor 7 will be affected. The test 
of the latter version is statistical: the former must be true by 
definition. Those economists who, being unable to distinguish 
between banality and tautology, call the quantity theory a truism 
can learn much from Mr. Hutchison’s book. 

His knowledge of modern economic theory is extremely wide 
and accurate. He is good on ceteris paribus, on expectations 
and rationality, on equilibrium: he is interesting on social 
utility. I have not the space to analyse his arguments in detail ; 
but one general problem emerges: the meaning of verifiability. 
Mr. Hutchison rejects the cruder forms of behaviourism, which 
assert either that all phenomena are extended in space, and are 
in principle directly observable by more than one person, or 
that psychological facts, which do not fulfil these conditions, 
are irrelevant to science. But he does seem to be arguing that 
all economic theory is testable by statistics, and that statistics 
are descriptions wholly from “ outside ” of purely physical facts. 
This is not satisfactory, since all economic statistics imply some 
economic theory, and, on the other hand, some theory is subject 
only to introspective or intrapersonal tests. 

Beyond the particular illustrations, I should like to know, 
“as it happens,” whether Mr. Hutchison is in general making 
assertions, or whether he is analysing concepts, or whether he is 
playing a game with words. One rule I do object to, anyway, 
is that of parking footnotes at the end of chapters: it is a sign 
that they are too many and too long. The book is written with 
polemical vigour, but not with elegance. 

ALFRED W. SToNIER 
University College, 
London. 
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Cost, Demand, and Net Revenue Analysis. By E. J. Broster. 
(London: Gee & Co. 1938. Pp. 83. 3s. 6d.) 


TuHIs vigorous and enterprising little book is designed to 
awaken interest in the possibilities of applying economic theory 
and statistical estimating to the problems of business manage- 
ment, more especially to that of the maximisation of net revenue. 
It works with the aggregate cost function and the demand curve, 
“both of which,” says the author, ‘I have successfully applied 
in practice.” The academic reader will be impressed by the 
boldness of the assumptions which have been found capable of 
this use. The framework is a linear total cost function against 
a constant elasticity demand curve, and this enables the author 
to give a neat criterion of maximisation without explicit dis- 
cussion of marginal cost and revenue, since in this particular case 
the price for which net revenue is a maximum is equal to 


an 

n—1 
where a is the coefficient of regression of total cost on output, 
and 7 is the coefficient of elasticity of demand. He states that 
in his experience a sliding-scale charge for electricity is the only 
important element of cost which does not conform with the 
assumption of linearity, though he takes the total cost function 
to become concave upwards beyond the point of maximum 
capacity of a given plant. He further assumes that the elements 
of cost which are constant for variations in the output of a given 
plant will themselves, when the plant is enlarged, increase as a 
linear function of maximum capacity. On the assumption of 
linearity, observations of cost at two levels of output are enough 
to give us the statistical form of the cost function. 

We then come to the statistical demand curve. Here the 
author states that there are “sound a posteriori reasons for 
supposing that [the] sensitiveness of the elasticity of demand to 
changes in prices is imperceptible when the price range is limited 
to what we generally find to be the case in the real world, even 
over a considerable period of years.’’ For the cost function, it 
was suggested that the unit of output might be taken as that 
physical amount of each kind of product which has unit prime 
cost; for demand, it is recognised that different products and 
markets require different demand curves, but the problem of 
relating a set of demand curves with a single cost function is not 
discussed. The exposition of the method of deriving the demand 
curve is hampered by lack of clear notation, but I understand 
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the method to be in effect the construction of the regression on 
real price of the residuals of quantity sold which remain after 
taking out the regression of quantity sold on real national income ; 
the effects of a possible side-relation between real price and real 
national income are not considered. The cost and demand 
functions having now been determined statistically, the optimum 
price can be computed. It is recognised that difficulties arise in 
the interpretation of the demand curve for a product sold competi- 
tively, but in the application of the reckonings to policy the only 
qualification noted is that in some cases it may be necessary to 
move towards the computed optimum step by step. 

Useful statistical results can often be won only by those who 
have the courage to make bold assumptions, and the present book 
is meant to suggest possibilities rather than discuss detail; but 
its appeal would be stronger did it take more account of the 
margin of error in estimates, and of the importance in sales policy 
of considerations not readily susceptible of quantitative treatment. 

E. H. PHELPs Brown 
New College, Oxford. 


Introduction to Economic Statistics. By W. L. Crum, A. C. 
Patton and A. R. Tessutr. (London: McGraw-Hill. 
1938. Pp. xi + 423. 24s.) 


THE successful artist is not troubled, ten or fifteen years after 
he has produced a picture, by the question whether it is time that 
it should be revised, portions rubbed out here, others sketched in 
there, and the whole presented again to the public as almost a 
new creation. Once hung, it is off his hands, for good or ill, a 
finished work. It is not so with a text-book. Every science that 
is alive and, like that of Statistics, young, registers new growth 
each year, and the author of a book on such a subject has to 
decide whether it is becoming out of date and whether or not he 
must attempt to include in it an account of modern methods, 
should a further edition of the book be called for. If the original 
matter be served up with a fresh coat of paint, will it still find 
favour in comparison with the works of younger writers who are 
entering the same field ? 

The authors of Economic Statistics, a book first published 
in 1925, have recorded their opinion on this question. The 
reason they give for omitting, in their revision, discussion 
of numerous recent developments in statistical technique is that 
they regard them as falling outside the scope of “‘ an elementary 
treatment which aims at expounding fundamentals.” Those 
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responsible for these developments might hesitate perhaps to 
allow the last word here to pass unchallenged, and ample justi- 
fication for their self-imposed limitations can be found for the 
authors on other grounds. They may not unreasonably claim 
that they have written the truth and nothing but the truth, but 
they do not pretend to have proclaimed the whole truth. Con- 
fining themselves to familiar processes, they have succeeded in 
producing a bulky volume which can be read with profit by 
any economist who is anxious to learn how to handle elementary 
statistics effectively in his own studies. 

The basic principles in Statistics are the same, whatever be 
their applications. In this work, as would be expected, most of 
the illustrative examples have been drawn from recent records 
in the field of commerce and economics, and the whole of Part 
III is devoted to a valuable discussion of index numbers and the 
analysis of time series. Certain portions of the book, in par- 
ticular the first three chapters of Part I, are almost entirely new. 
This part contains a comprehensive discussion of the collection 
of material, the construction of tables, and the use of charts; 
while in the following part will be found a clear description of the 
usual methods employed for measuring averages, dispersion, 
skewness and correlation. 

In the early chapters of the book, concerning matters in 
which practical experience is the best teacher, the discussion tends 
to be too detailed in places. In the later chapters (of Parts I 
and III), oa the other hand, dealing with correlation, cyclical 
fluctuations and forecasting sequence, compression has been 
carried too far, with the result that the average student will need 
expert guidance if he is to follow the exposition clearly. By 
relegating mathematical proofs in the main to footnotes, the 
authors evidently hope their prescriptions can be followed without 
too severe a shock to the tender system that is unused to the 
manipulation of symbols. The initiated will welcome these 
footnotes; others will doubtless be tempted to take them as 
read. The most serious gap in the book is the absence of unworked 
examples for students to tackle alone. Most beginners can under- 
stand without much difficulty examples worked out for them 
step by step by a competent teacher; their troubles begin when 
they are left to their own initiative. Taken as a whole, however, 
this book can be warmly commended to the class of readers for 
whom it is intended. 

D. Carapog JONES 
Liver pool. 
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The Finance of British Government, 1920-1936. By Ursuta K. 
Hicks. (London: Humphrey Milford. 1938. Pp. 391. 
15s.) 

A COMPREHENSIVE study of British public finance since the 
War was urgently needed; and all economists will be grateful 
to Mrs. Hicks for the admirable synthesis which she has here 
given them. It would have been easy, and indeed excusable, to 
fill two or three stout volumes with this subject; but her work is 
remarkable for its conciseness and careful arrangement, combined 
with a skilful presentation of a large mass of essential statistical 
material. It is likely to remain the standard work on the subject 
for some considerable time. 

The general plan of the book follows familiar lines: the 
four parts consist of an introductory review, followed by detailed 
surveys of Expenditure, Taxation, Monetary Policy and Debt. 
But there is a refreshing modernity about the emphasis. The 
Introduction is largely enlivened with an account of the person- 
alities of the Chancellors of the Exchequer during the period, set 
against the framework of their political and economic background. 
Mrs. Hicks contrasts the ingenious fireworks of the Conservative, 
Churchill, with the conservative orthodoxy of the Radical, 
Snowden. Churchill, she suggests, rather queered the pitch in 
prosperity, but would have been an ideal Chancellor for depression : 
“his genius was particularly adapted to steering the country’s 
finances through depression with an appearance of balance in 
the Budget, but with a minimum of tax burden and deflation.” 
Snowden would have been a more cautious expansionist in 
prosperity : in depression, he was never happy until, in September 
1931, he could wield the axe of an austere economy, and “ with 
the triumph of a martyr rejoicing in the deaths of the faithful,” 
could extol the sacrifices of a frightened nation. It was not 
surprising that the people turned with relief to the “‘ new ex- 
pansionism ”’ of tariffs and subsidies introduced by Mr. Chamber- 
lain. 

For the rest, public finance is treated, not as necessary evil or 
as a narrow and technical exercise in budget balance, tax rates 
and incidence, and complicated manipulation of debt, but rather 
as an instrument of general social and economic policy. 
Expenditure and taxation must, indeed, be adapted to the 
economic and political circumstances of the moment; but they 
can be used also to alter and control these circumstances. Very 
nearly half of the book is devoted to a systematic study of public 
expenditure, both in its social and its economic aspects; and a 
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determined attempt is made to evaluate the economic as well as 
the social desirability of expenditure on roads and on the public 
health services: though it must be admitted that the detailed 
standards of measurement which Mrs. Hicks suggests to test the 
desirable amount and distribution of expenditure on roads do not 
entirely carry conviction. Throughout the book, too, the author 
holds the thread of trade-cycle policy. There is a necessarily 
compressed, but very well balanced, account of the actual course 
of public “ investment ” throughout the period, and a discussion 
of the possibilities of securing a timing of it in future which shall 
be inversely, rather than directly, correlated with the variations 
in private “‘ investment.’ Here there is a direct attack on the 
ark of the covenant—the British budgetary system: the first 
pre-requisite of a successful trade-cycle policy is the separation 
of “‘ capital ” and “ current ”’ items of expenditure in the central 
budget, and a greater reliance on loans for the finance of the 
former. But with proposals for deficit or long-run balance 
budgeting for the latter, Mrs. Hicks does not show much sympathy. 

The chapters on taxation are perhaps more stimulating than 
informative. Much stress is rightly laid on the cyclical sensitivity 
of the tax system as a whole, and of particular taxes, and also on 
the shifts in the relative incidence of the tax burden which take 
place in the course of the big trade fluctuations; but it is also 
clearly shown that we know really very little about these things 
at present. There is also an interesting discussion of the long-run 
economic effects of the great increase in the weight of post-war 
taxation, and of the alterations in its form; but here again the 
conclusions are highly tentative. Mrs. Hicks suggests that the 
three most dubious aspects are the greater relative use of taxes 
on articles of elastic rather than inelastic demand (the alcohol 
and possibly the tobacco duties are strong examples of this, 
besides being guilty of a discrimination between individuals which 
is not based on their relative “ ability to pay ” or any other canon 
of equity), the increase of taxes on factors of production (the 
petrol duties and much of the tariff), and the continued exploit- 
ation of very heavy income and capital taxes, which check the 
accumulation of funds available for industry, and also, perhaps, 
threaten to undermine their own future yield. But Mrs. Hicks’ 
main alternative, an extended use of the “ breakfast-table 
duties,”’ is a somewhat curious one. 

R. F. BRETHERTON 

Wadham College, 

Oxford. 
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The Theory of Investment Value. By J. B. Wiut1ams. (Cam- 
bridge, Mass.: Harvard University Press; London: Oxford 
University Press. 1938. Pp. xxiii + 613. $5.00.) 

Mr. WILLIAMs defines the “ investment value ” of any security 
as the present value of all the future dividends expected from it. 
Investment value is thus independent of marketability, and of 
any attraction which the security may have for speculators who 
hope to be able to re-sell it at a profit. The definition accords 
with traditional usage, and may be thought of as an attempt to 
distinguish “ real ” value from market price. Future dividends 
from ordinary shares are notoriously uncertain; and Mr. Williams 
has tackled courageously the difficult task of elucidating the 
principles on which rational forecasting should be based. 

His book, however, is far too long, for he has not been ruthless 
enough in limiting the scope of the problem. Mr. Williams is a 
professional investor, not an academic economist; and the more 
abstract his argument, the less sound it is likely to be. A quota- 
tion will illustrate this point, and also the unevenness of his book : 

“* Even if savers, in spite of low interest rates, were willing 
to refrain from consuming their own capital, nevertheless 
the physical plant itself could not be maintained intact 
unless enough quasi-rent was left after taxes to provide for 
depreciation ” (p. 253). 

Though Mr. Williams’ style is unpolished, it has vitality; but 
where thinking is muddled, exposition will inevitably be woolly. 
Therefore it is a pity that he has devoted so much space, including 
even a chapter on “Taxes and Socialism,” to discussing general 
economic problems. This part of his book is more likely to mislead 
than to instruct, and the confidence with which he forecasts the 
behaviour of interest rates and commodity prices is particularly 
startling. Changes in the economic environment do intimately 
affect a company’s earning power, but the relations between 
them have been more adequately handled by other writers. 

Even if we relegate changes in the environment to the pigeon- 
hole labelled “‘ ceteris paribus,” there still remains the balance- 
sheet problem of deducing, as far as possible, a company’s future 
earning capacity from what is known of its past record. This is the 
daily work of all who control funds for investment ; but economists 
have neglected the problem as mere routine for accountants, which 
it is not. For example, it is seldom easy to decide whether 
adequate allowance has been made for depreciation, or whether 
a profit margin is so high as to attract competitors. 

Mr. Williams here breaks new ground. He starts with the 
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proportion of earnings paid out as dividends, and suggests that a 
conservative policy may only represent due provision for obsoles- 
cence; or that, alternatively, there may be a tendency for profit- 
margins to decline with time, so that earning capacity can only 
be maintained by continued growth, and merely to keep existing 
equipment up-to-date is not enough. There is also a stimulating 
analysis of the methods by which an expanding business can be 
financed, and of the changing relation between earnings and 
dividends as it reaches maturity. The last chapters contain case- 
studies of individual companies, and are at times exciting reading, 
In this field Mr. Williams has done valuable pioneer work. 
C. H. P. Girrorp 
Edinburgh. 


Wage Policy in Relation to Industrial Fluctuations. By A. G. 
Poot. (London: Macmillan. 1938. Pp. xiii + 305. 12s. 6d.) 


A Ggoop deal has been written during the last decade or so 
about the effects of wage plasticity in reducing industrial fluctu- 
ations. It is therefore not surprising that this new book on the 
subject does not add anything very original to the discussion. 
Nevertheless, it is likely to be found useful, if only because of the 
systematic and comprehensive analysis of sliding-scales of wages 
contained in the second half. 

In discussing secular changes in the relative demands for 
labour in different industries, Mr. Pool, following Professor Pigou 
in his evidence before the Macmillan Committee, shows how the 
principle of adjusting wages in each industry according to its 
individual capacity to pay is bound to lead to a continuous 
modification of the country’s wage structure. Under competition, 
workmen would be attracted by relatively high wages into the 
expanding trades, where they could be sure of getting jobs by 
offering to work at less than the current wage; and this move- 
ment would go on till wage equality had been restored. But 
(Mr. Pool argues) the present system of wage-fixing prevents 
them from transferring in this way, because—by keeping wages 
in the more prosperous trades equal to the demand price for the 
existing supply of labour there—it perpetuates the initial wage 
disparity and prevents vacancies in those trades from occurring. 
No doubt this system of wage-fixing is one cause of the post-war 
unemployment problem, and Mr. Pool is therefore right in stressing 
the need to co-ordinate wage changes in the different industries. 
But in claiming that it was, and still is, the main cause, he seems 
to me to exaggerate the part played by wage rigidity, and to 
overlook the rapidity of industrial change. Factors making for 
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decline in the export trades—the main group affected—have 
operated fairly constantly throughout the whole of the post-war 
period, so that the problem of the industrial transference of labour 
has been continuously renewed. Moreover, this problem in its 
post-war manifestation has, in the main, involved work-people’s 
migrating; and there can be no doubt that this has enormously 
aggravated the problem, and itself partly explains the lack of 
responsiveness of wages in the prosperous industries. Even so, 
however, transference has taken place on a large scale. 

Mr. Pool believes that, during both the upward and downward 
phase of the trade cycle, general changes in money wage-rates are 
powerless to modify the relationship between the actual level of 
wages and the equilibrium level (of any given amount of labour) 
in such a way as to diminish cyclical unemployment. But his 
discussion of this aspect of the; problem is rather superficial. His 
method is “‘ to examine the implications of the principal trade- 
cycle theories so far as wage policy is concerned, and make a 
reasoned selection from them.” But the treatment of most of 
these theories is too sketchy to be of much use; and the explana- 
tion of Mr. Keynes’s theory—the pivot of the analysis—is didac- 
tically the least satisfactory part of the book. 

The conclusion that wage plasticity could not appreciably 
reduce cyclical fluctuations derives from an examination of the 
effects of wage variations on Mr. Keynes’s three independent 
variables. Those who do not already accept this conclusion as 
broadly true are likely to remain sceptical. For they may 
reasonably feel that the argument depends too much on an 
uncritical acceptance, and an uncritical extension, of Mr. Harrod’s 
argument that a change in the rates of reward to prime factors 
has in general no effect on the ratio of total wages to total profits, 
and hence no effect on the propensity to consume. 

The critical account of various methods of automatically 
adjusting wage rates to changes in wage capacity, both in individual 
industries and in industry as a whole, is very well done. It 
demonstrates not only the shortcomings of each of these methods, 
but the conditions in which each has been, or could be, successfully 
adopted. But no indication is given how the secular changes in 
wage capacity in connection with which wage plasticity is advo- 
cated, are to be distinguished in practice from the cyclical changes 
with which, as a rule, they are intimately associated, but in 
connection with which wage plasticity is deprecated. 

K. 8, IsiEs 
University College, 
Swansea. 
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Women Servants of the State, 1870-1938. A History of Women in 
the Civil Service. By Hitpa Martinpae,C.B.E. (London: 
Allen & Unwin, 1938. Pp. 218. 7s. 6d.) 


Miss MarTINDALE entered the Civil Service as a factory 
inspector at the Home Office in 1901, reaching the highest position 
as Deputy Chief Inspector of Factories in 1925, and holding it 
until her appointment in 1935 as Director of Women Establish- 
ments at the Treasury. Here it was both her privilege and her 
duty to study the conditions under which women were employed 
in every department of the Civil Service. The chapters dealing 
with the post-war period, nearly two-thirds of the book, are practi- 
cally an official report intended as a reference book for present and 
future civil servants. The pre-war civil servant and the general 
reader should sandwich it between Paradise Lost, Bk. IV (1667), 
and Mill’s Subjection of Women (1869), in order to savour the 
qualities of kindly humour and exact truthfulness combined 
with wary under-statement which characterise this section of 
the narrative. 

“ There is still a great service which women are not allowed 
to render and one for which they may be peculiarly suited. They 
are not allowed to serve the State in any of His Majesty’s posses- 
sions overseas! or in any foreign country.” Miss Martindale 
lets herself go on this question of the appointment of women to 
diplomatic or consular posts (pp. 187-203). During the last few 
years a considerable number of biographies of persons employed 
in the diplomatic service have been published which make the 
arguments presented by the opponents of women’s admission 
to Sir Claud Schuster’s inter-departmental Committee very 
amusing reading. 

The mid-Victorians are somewhat legendary to Miss Martindale, 
and she attributes to official prejudices the non-appointment of 
additional women inspectors under the Poor Law in spite of the 
lead given by James Stansfeld (not Stansfield) and Arthur Balfour 
in appointing Mrs. Nassau Senior (1873-1876) and Miss M. H. 
Mason (1885-1910). Unlike the Home Office, which prosecuted 
offenders and encouraged publicity as deterrent, the Local 
Government Board in its routine work was mainly engaged in 
keeping a watch on the doings of innumerable local authorities 
and committees, composed of unpaid members, and advising 
them not to. Its special work was the gigantic task of parlia- 
mentary municipal reform, resulting in the creation of the London 
County Council in 1889 and the abolition of Vestrydom in 1899. 


1 Admission to the Colonial Services overseas has now been granted. 
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In her 25th and final report Miss Mason said: “I have 
taken out with me, in order to teach them the methods of inspec- 
tion, members of every committee whose work I have inspected 
and of all classes from Royalty to small farmers and trades- 
people.” Coincidently the London Charity Organisation Society, 
in co-operation with the Board, was doing its utmost to secure 
the election of capable women on Boards of Guardians and School 
Boards. But the daughters of the professional classes, from whom 
in the main the upper division civil servant would be drawn, 
needed paid work. 

Separate chapters deal with the marriage bar and with pay 
and superannuation. The worst feature of the Civil Service 
seems never to have been touched—the large number of middle- 
aged women in the clerical grades who would gladly give up their 
employment after fifteen or twenty years of increasingly un- 
congenial service but have no claim to retiring allowance unless 


on the ground of marriage or illness. 
CiaRA E. COLLET 


A Survey of the Social Services in the Oxford District. Vol. I. 
Economics and Government of a Changing Area. (Oxford 
University Press, 1938. Pp. xii + 379. 15s.) 


THERE is much to be said for making an outline picture of 
every area in the country by collecting and assembling existing 
data, scattered among publications little known to the general 
public, with the object of informing local residents concerning 
matters which should be within their knowledge, and thus of 
stimulating their sense of citizenship. But a local survey which 
involves research, and consequently the expenditure of the time 
of highly qualified people and often of no small amount of money, 
is not worth while in every district. An elaborate survey can 
be justified if local conditions are such that the problems of an 
area cannot be solved without new knowledge which a survey 
alone can provide. On such grounds surveys of distressed areas 
are necessary. Again, there is a place for a detailed survey 
when an area offers peculiar opportunities for the investigation 
of a problem of national importance. It was the problem of 
poverty which Booth, Rowntree and Bowley set out to explore 
by means of local surveys. Therefore the appearance of the first 
of three volumes of a new and elaborate local survey at once 
prompts a question as to the purpose of so large an enterprise. 
The Preface of the first volume does no more than slightly amplify 
the title and tell us that “this survey is a study of the Social 
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Services both statutory and voluntary in Oxford and the area 
adjacent to it.” This suggests that the main purpose may be 
to throw light on a national problem, the adequacy, co-ordination 
and so on of the social services by means of an intensive local 
study—an admirable project, since, while much has been written 
lately about these services as schemes, little study has been made 
as to how they operate in any given community. But when 
the reader turns to the text, he finds, to his surprise, that this 
volume consists of three parts, the first dealing with geographical 
and demographic matters, the second with industry, immigration, 
unemployment and agriculture, and the third with the structure 
of local government and the administration of justice. There is 
hardly a word about any social service, as ordinarily understood, 
except incidentally. 

If the puzzled reader happens at this point to catch sight of 
the dust-cover, he will find the following sentence: ‘‘ The main 
purpose of the whole Survey is to study the administrative ad- 
justments which have been made to meet the new economic 
conditions of the district.’’ If this is the case, the title is certainly 
misleading. Equally, if it is the case, the project is admirable. 
We have heard much in general about lack of co-ordination, 
confusion and inefficiency among local authorities, but we lack 
local studies of how matters do in fact work out. But it is to 
be feared that the area of the survey is unduly small for the 
purpose; it is roughly circular, with Oxford as the centre, and the 
boundaries at a radius of five to six miles. Moreover, it is very 
unrepresentative of the difficulties arising between local authori- 
ties, since it includes no example of an urban district council, 
while the two municipal boroughs are quite untypical, being 
among the smallest in the country. In short, in spite of the 
anticipations prompted by the title and the dust-cover, it looks 
as though the result of the survey will be to elucidate purely 
local problems. 

This may prove to be well worth while, since special local 
problems of some magnitude certainly exist at Oxford, and are 
due to the extraordinary growth of a famous enterprise. Mr. 
Marschak has made an admirable analysis of industrial immigra- 
tion, whence it appears that most of the newcomers are from 
neighbouring districts, and that the majority of northern im- 
migrants are skilled men. There is an equally interesting chapter 
on industry by Miss Ackroyd and Mr. Plummer, which shows, 
not only that Oxford’s prosperity is dependent upon the fortunes 
of a single industry, and almost of a single firm, but also that, 
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since this industry so largely employs young men, there will be 
a problem of how they are to find work in a few years’ time. 
The studies of the structure of local government by Mr. Sutton 
and of the finance of local government by Mr. Bretherton are 
rather tantalising. If only the survey area had been larger and 
more representative, these careful analyses would have given a 
basis upon which to form some opinion as to the value of the 
proposals to set up regional authorities. Is there any case, 
for example, for a south midland region, covering the area of 
three or four counties, of which Oxford would be the capital ? 
Valuable as these governmental studies are, and while they point 
to the need for not unimportant local changes, they do not suffice 
for forming an opinion on these larger matters. Incidentally, 
in the chapter on retail shops we learn that £147,101 was spent 
by colleges on provisions in 1935, of which it is estimated that 
88 per cent. was spent at Oxford shops, while in the chapter on 
industry we are told that to those who are taken on in college 
kitchens “a lucrative career lies open ’’—items of information 
which raise in the mind of the reader questions about the cost 
of living in Oxford colleges and possibly about other matters as 
well. It is interesting, also, by the way, to learn from a sentence 
on page 10 that the village of Water Eaton has at last been 
rebuilt after its deplorable destruction by William Frere in the 
last decade of the sixteenth century. 

There is abundant material of interest in this volume. It 
remains to be seen to what use it can be put. The third volume 
will, we are told, ‘‘ review the significance of the previous studies 
as a whole.” It is to be hoped that the author or authors of the 
third volume will succeed in the difficult task of bringing all this 
information to bear upon important issues. The strong survey 
committee, consisting of a chairman and fifteen members with 
an editor and a research assistant, has been able to arrange for a 
promising series of separate studies. Is it equally well able to 
draw them to a focus? It will not be easy, since there are signs, 
evident in the title, of some lack of clarity in the main objective. 

A. M. Carr-SAUNDERS 
London School of Economics. 


The Industrial Worker. By T.N.WuitenEeaD. (London: Oxford 
University Press. 1938. Pp. xiv + 265+ 81 charts. 21s.) 


THE investigation initiated by Professor Elton Mayo of the 
Harvard Business School at the Western Electric Company’s 
Hawthorne plant, Chicago, is certainly bearing fruit. Mayo’s 
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own book, The Human Problems of an Industrial Civilization, 
was published in 1933, and Whitehead’s Leadership in a Free 
Society followed in 1936, and was reviewed in the Economic 
JOURNAL for March 1938. The relationship between these two 
books and The Industrial Worker is somewhat as follows: Mayo 
reports the progress up till 1932 of observations on two or three 
small groups of workers and of interviews with over twenty 
thousand employees, and points some of the moral of this progress ; 
Whitehead’s Leadership in a Free Society is almost entirely con- 
cerned with this moral; while his present book reports the study 
of one group up to its completion in 1933, and gives in the 
greatest detail the actual observations on which some of his 
philosophy is based. 

Here indeed is a book on the grand scale, with some eighty 
full-page figures and charts, devoted to the behaviour of five 
girls sitting in a row assembling standardised telephone relays 
over a period of about six years. To those accustomed to reading 
the discoveries of anthropologists among savages the prospect of 
entertainment may seem bleak, but the book is written in simple 
terms, with plenty of lively conversations, well edited, and an 
interesting psychological commentary. The reader gets to know 
the operators fairly intimately, and may regret that they are 
referred to, and are made to refer to one another, so inhumanly 
by numbers. 

The inquiry was originally planned to discover the effect of a 
shortened working day and of rest pauses, taken with refreshments, 
but, by the time Elton Mayo published, it had become obvious 
that such physical factors were relatively unimportant. Output 
had been increasing with shorter hours, and the increase had been 
attributed to lessened fatigue, until, in September 1928, the 
original longer hours of work were reintroduced for a period, 
and output, though it fell slightly in the period, remained well 
above the original figure. Fatigue as the main explanation of low 
productivity was then abandoned in favour of harsh methods of 
supervision. It was thought that the increased output was due 
to the happy release of the girls from the ordinary discipline of the 
factory to the special test-room, where the observations were being 
made under benign investigators. As a result of this interpre- 
tation, an interview procedure was adopted throughout the Haw- 
thorne plant whereby it was hoped to find what was “on the 
worker’s mind ”’ and to free that mind from fear of oppression. 
Whitehead now adds a third stage in the interpretation of the 
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The general factor at work, he now feels, was not so much 
release from the methods of supervision and management ruling 
in the ordinary factory departments, as the mutual relations of 
individuals in the group and their attitude to their changing 
position in the factory and the industrial world at large. After 
1930 the output of the group tended to be stationary or to fall, 
though hours remained short and discipline free compared with 
the rest of the plant. The explanation now put forward is largely 
that one ambitious girl (“‘ Operator 2’) tended to dominate the 
group, though naturally influenced by the others’ reactions. 
When she realised that the group was no longer the hub of interest 
to the factory management and, worse than this, that the industrial 
depression starting in 1929 was as likely to affect the group as any 
other workers, she lost her keenness, and the rest of the group 
followed suit. 

The importance of such personal considerations in affecting 
industrial efficiency is, in fact, the theme of this book. That 
such considerations existed is abundantly proved by conversations 
between the girls that were meticulously recorded. In the early 
stages of the experiment in the special test-room, Op. 2 says 
(p. 121), “ I’d have gone crazy if I had to stay in the department, 
but since I got in here I feel myself getting better and I feel like 
working.” But in the later stages the conversation (p. 150) is 
more like a play by Eugene O’Neill : 

“Op. 2. Relay after relay, day after day, year after year; 
won’t there ever be anything different ? 

Op. 4. That’s all, relay after relay. 

Op. 1. Get married. 

Op. 2. Yea, get married, then I’ll have to come back and make 
more relays.” 

Apart from the general factor, the special conditions affecting 
fluctuations in output are also shown to be mainly social and 
personal rather than physical. Thus the Monday feeling, measur- 
able in lowered output, is attributed (p. 249) to the clash of an 
aggregate of home and week-end activities, concepts and senti- 
ments with the working, mid-week aggregate. The rates of output 
of two girls sitting next one another tend to fluctuate in sympathy. 
Changing the order of sitting will upset output, and so will the in- 
troduction of a new girl, as occurred towards the end of the 
inquiry—which goes to show how wise was Alfred Marshali to 
include with the more physical factors in the discommodity of 
labour, the possibility of ‘‘ unwelcome associates.” 

On the other hand, temperature and seasonal changes of 
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weather, menstruation or lack of sleep, had little apparent effect. 
Whitehead’s Chapter 12, summarising the effects of the material 
environment considered in the previous chapters of Part IT, is 
indeed a notable series of failures to correlate. Here an inter- 
pretation is put forward of great interest to the economist. For 
any one factor, such as temperature or hours of work, there is not, 
in Whitehead’s view, an optimum point so much as an optimum 
range or stretch within which the worker can adapt himself and 
obtain an equilibrium yielding fairly normal efficiency. One of 
the main characteristics of the group was, indeed, its stability. 
Only when he is subjected to extremes—e.g., four nights without 
sleep or a temperature of 100°—will a worker react to that one 
specific factor. Otherwise he will react only to his understanding 
of the situation as a whole, and this understanding or attitude 
will tend to persist until the lag behind the facts is realised— 
usually when ‘rebuilding working attitudes’ after some break 
such as a holiday. 

It is obvious that these general, social and psychological 
processes which Whitehead stresses in Parts III and IV are 
difficult for the employer to control at will, or base a policy upon. 
The individuals of the group were mutually dependent and formed 
a social system of their own, though undoubtedly some of the 
original rise in output was due (p. 254) to the fuss the management 
seemed to make of the girls, and the policy of paying them 
according to the total output of what was a small group. At 
any rate this book avoids cheap practical advice and all business 
uplift. It is scientific in mood, and also in method. The reader 
is let in behind the scenes at all statistical operations, such as the 
analysis in Part IV of individual output fluctuations by means of 
moving or “running” averages; and assumptions and all 
apparatus of thought are boldly stated. Let us hope that there 
will be more of this collaboration between a large business and a 


University school of research. 
P. SARGANT FLORENCE 


University of Birmingham. 


Incentives and Contentment. By Patricia Hatt and H. W. 
Locke. (London: Pitman and Sons. 1938. Pp. xii + 
190. 2s. 6d.) 


THE Rowntree Cocoa Works have long been famous for the 
application of psychological technique, such as vocational selection 
tests or scientific time study. They have now added the unguided 
interview method for discovering the real incentives, feelings and 
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mental outlook of the workers—the technique first developed by 
Elton Mayo at the Western Electric’s Hawthorne Works. 

The investigator is sent to any room where any manager has 
become aware of difficulties. After introduction to foremen and 
shop-stewards, she works for a time upon the bench and secures 
the workers’ confidence. In the actual interview the worker is 
encouraged to talk of anything on his or her mind, and the general 
impression gained by the interview in each department is then 
submitted to a research Committee, including officers in the de- 
partment, to check up on the facts. Altogether about 1,000 
women and 300 men were interviewed, in the majority of cases not 
less than three times each. This book considers the general 
findings from these interviews, under four headings : satisfaction 
and discontent in the workrooms, motives and incentives to work, 
leadership in the workroom, and the difficult worker. 

The causes of satisfaction were found to be much the same as 
the incentives to work. “ The financial incentive is the oldest 
and strongest of all” (p. 109); 85 per cent. of all the adult 
workers were, in 1936, paid by results, and unusual care is taken 
(pp. 111-17) to secure the co-operation of the workers in the process 
of rate-fixing. Important also were such partly financial con- 
siderations as hope of promotion, fear of unemployment, dismissal, 
illness and old-age, and the desire, which I have elsewhere ventured 
to call transpecuniary, for the purchase of some specific thing, 
such (p. 102) as a dance frock, a car, more expensive furnishings 
or a house in a socially desirable district. But there was plenty 
of evidence in support of other sources of satisfaction or incentives 
besides the cash-nexus. There was often a strong ‘‘ fame-nexus ”’ 
in the desire to be socially important and to excel, even though 
only as (p. 98) champion worker of the group or a member of the 
best team. A strong “ hobby-nexus ”’ was discovered in box- 
making (p. 105), where girls were so taken with their work that 
they had no idea what their piece-rate was. Even in machine- 
tending “‘ a machine (p. 69) may become a companion, an extension 
or a mirror of a man’s own personality. It is pretty certain that 
one reason for a machine worker’s frequent dislike of transference 
is his objection to forsaking the faithful partner and servant whose 
moods he understands as no one else can hope to understand 
them.” 

These non-financial factors are not new to the psychologist. 
The authors are more in the fashion in their disclosure of the 
distinctively social and personal incentives and causes of satis- 
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make-up of the working group get due recognition, as also the 
life of the worker outside the factory, varying according to sex 
and age. This recognition leads the authors to devote chapters to 
leadership in the workroom and the difficult workers. Four types 
of foreman are discussed : the bully, the official, the persuader, and 
the integrator. But in view of the importance attached to group 
make-up by Mayo, Whitehead and Report No. 69 of the Industrial 
Health Research Board, an all-too-brief reference is made (pp. 
244-6) to the unofficial influence of the born leader. Difficult 
workers are discussed under six types: the melancholic, the 
grudge-bearer, the thwarted would-be leader suffering from a 
mild form of megalomania, the day-dreamer, the chronic failure 
and the older unmarried woman not happy in her work. All these 
types may affect morale and efficiency. If (p. 152) grudge- 
bearers “ obtain any influence in a workroom or office they can 
make the lives of their supervisors and their fellow-workers 
insupportable, and seriously reduce the output of work.’’ The 
difficult workers did not, in the authors’ estimate, amount to more 
than 5 per cent. of those interviewed. Most foremen will know 
the cases in their own sections, but should watch for symptoms 
of incipient maladjustment, such as (p. 161) continual bragging 
or “ showing off,’’ and blaming others for failures. 

It will be clear by now that this book is a useful summary of 
experience for factory managers, and also for those discoursing 
on labour problems and industrial relations. It gives no detailed 
figures and few of the individual answers made at the interviews. 
Efficiency and loyalty to the firm are largely assumed as the 
desired end, and a final chapter of conclusions outlines practical 
measures and precautions to take in dealing with men and with 
women with that end in view. It is evident that the interviewer 
was often able to clear up difficulties on the spot, and though 
interviewing is an expensive process, employers may yet find that 
it pays. In the Rowntree ‘background’ of Works Councils, shop 
stewards and trade union recognition, wisely described in the first 
chapter, the policy of interviewing can obviously strengthen 
incentives and contentment too. If the policy should become 
popular among employers with a different background, however, 
the interview might degenerate into an inquisition, and incentives 
would then be administered at the cost of contentment. 

P. SARGANT FLORENCE 
University of Birmingham. 
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Planning and Administration of Unemployment Compensation in 
the United States. By Bryce M. Stewart and AssoctaTEs. 
(New York: Industrial Relations Counselors. 1938. Pp. 
xii + 665. $4.00.) 


THE establishment of a comprehensive system of unemploy- 
ment compensation in the United States is a big task, and the 
scheme lately introduced under the Social Security Act has been 
hampered by administrative difficulties due largely to political 
considerations. Insistence upon State rights and provisions 
designed to avoid the legislation being declared unconstitutional 
resulted in the adoption of a highly complicated dual Federal- 
State system. The administrative problems involved are 
examined in detail by Mr. Bryce Stewart in this book, which is 
appropriately described as “a sampling of beginnings,” being 
based upon Federal aspects together with the systems of California, 
the District of Columbia, New Hampshire, New York and Wis- 
consin, selected as samples because of their wide geographical 
distribution and the early enactment and diversity of their laws. 

A main objective of those who planned the Federal employ- 
ment compensation legislation was the speedy enactment of State 
laws, and the tax-offset method adopted has proved effective. 
The Federal plan of allowing employers a maximum credit of 
90 per cent. of the Federal unemployment tax in respect of their 
contributions to approved State schemes has induced all States to 
pass the necessary legislation, twenty-two jurisdictions had already 
begun to pay benefits by the beginning of 1938, and during that 
year 3,500,000 unemployed persons received benefits amounting to 
$400,000,000. State laws are approved if they satisfy a few general 
conditions, and this limited control has resulted in great diversity in 
these laws. On the administrative side the system is complicated 
by the fact that the Social Security Board, the U.S. Treasury, and 
the U.S. Employment Service all have responsibilities with con- 
flicting interests, while each State also has its own jurisdiction. 
The nation is, indeed, utilising the diverse State laws as an ex- 
perimental method of testing “‘ many competing theories concern- 
ing ways and means of providing unemployment compensation ”’ 
(p. 78), and in the administration there is duplication and over- 
lapping so great as to “offer a challenge to the ablest of 
co-ordinators” (p. 71). The Board is powerless to change “a 
wide range of fundamental dissimilarities ’ in the legislation and 
practice of the States, and the whole system “ gives rise to ad- 
ministrative problems that are practically insuperable ” (p. 46). 
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These questions of legislation and organisation, together with 
administrative procedure and costs, are examined with a wealth 
of detail of value for specialists. The general reader will find of 
particular interest Chapter ITI, on problems of Federal administra- 
tion, and Chapters XIX to XXIII, in which the merits and defects 
of the system are summarised and tentative conclusions given. 
It is admittedly too early to make a final appraisal, and various 
defects due to hastily improvised organisation may soon be 
remedied, but many fundamental reforms are needed, some of 
which may not be realised for a long time. 

Among the merits of the system mention is made of the varia- 
tion of benefits with earnings, and the long waiting period usually 
adopted, which reserves resources for long periods of unemploy- 
ment. Numerous defects are noted. Actuarial aspects have not 
received the attention they need, the costs of a satisfactory scheme 
have been under-estimated, and many State funds are unlikely 
to remain solvent; the Federal authority assumes no responsibil- 
ity for the actuarial policy or solvency of State funds. The costs 
of the system to employers vary from State to State. In a 
majority of States the employees pay no contributions. The 
revenues are insufficient for adequate benefits, whilst the duration 
of payment of benefits is too short. Unemployment compensation 
is not supplemented by a permanent relief organisation, but a 
special Senate Committee has recently made recommendations for 
the co-ordination of relief and social insurance as a step towards 
the correction of the present makeshift features of the relief system. 
The author is strongly opposed to the system adopted in many 
States of “ merit rating ’—.e., reducing an employer’s rate of con- 
tribution if he has a good record of stable employment. He con- 
siders that in such basic matters as uniform protection, financing, 
pooling of risk, actuarial considerations, administrative and 
personnel controls, and fundamentals of organisation, the drafters 
of the American legislation might well have given more attention 
to European experience. The reply to this is that political and 
constitutional considerations were paramount and prevented a 
uniform co-ordinated system from being adopted. 

Confusion and injustices will, it is claimed, persist until the 
present system is replaced by a Federal scheme based on Federal 
funds. It is admitted that such a change is improbable for a very 
long time. In the meantime the system should be improved by 
strengthening the Federal control, and by introducing direct 
grants-in-aid from the Federal Treasury for State funds, 
contributions by employees accompanied possibly by some re- 
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duction of employers’ contributions, and more generous benefits. 
The Federal tax should be brought into line with that for old-age 
pensions, so as to simplify administration and reduce costs by 
avoiding additional work at present involved both for employers 
and the public authorities. An advisory committee on actuarial 
matters and research machinery for making recommendations 
on the future development of the system should be set up. 
Throughout the volume the treatment is comprehensive and pro- 
vides an excellent basis for appreciating the initial stages in the 
application of a far-reaching reform. 
J. Henry RIcHARDSON 
The University, 
Leeds. 


Modern Competition and Business Policy. By H. 8. DENNIsoN 
and J. K. GausrairH. (New York: Oxford University 
Press, 1938. Pp. 120. 5s.) 


Tus book is of interest not only for its substance, but also 
because it is the result of co-operation between an academic 
economist and the head of a business firm well known for its 
intelligent attitude to economic affairs. Discontented with the 
wastes and unemployment occasioned by existing business 
practices, the authors have examined certain aspects of industrial 
organisation and price policy, expressly using a combination of 
the modern analysis of competition with practical experience. 
It is clear that the business man finds the present theories of 
imperfect competition a realistic and congenial approach. The 
authors themselves declare that the reconciliation of theory and 
experience has proved less difficult than many economists and 
business men would suppose, and it seems that the work of 
Chamberlin, A. R. Burns, Berle and Means have been an important 
aid to effecting it. 

The argument begins with a brief account of the self-regulating 
capacity of a freely competitive system, contrasts it with the 
wide field of business activity in which it has been superseded or 
is imperfect, and so proceeds to a discussion of producer’s price 
jurisdiction. High prices, output below the optimum, over- 
investment and wasteful selling expenditure are seen as the 
consequences. Prices changes, instead of taking place by smooth 
gradations, are step-like, ‘“‘a series of landings separated from 
each other at capricious distances by irregular up and down 
steps.” This erratic adaptation of prices implies that technical 
advances are not fully passed on to the consumer, and that 
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accumulated stresses lead to violent prices upheavals. There is 
some insistence that producers exercise some degree of price 
control if their output reaches 5 per cent. of the total supply— 
an estimate which presumably tallies with the experience of one 
of the authors—and it follows that these phenomena occur over 
a wide field of business. For this reason very little is said about 
monopoly, the analysis being almost entirely in terms of imperfect 
competition. 

When they come to remedies, the authors have naturally 
very little sympathy for trust-breaking legislation. On the basis 
of their estimate of 5 per cent., they argue that attempts to break 
down the size of the unit are not only ineffective but irrelevant, 
and would really involve searching the whole field of business to 
discover these small units of control. The institution of a system 
radically different from the present structure being impracticable, 
the authors propose a programme of modification of existing 
arrangements. This includes far-reaching industrial publicity 
over as wide a field as possible. For example, prices, quality 
and quantity discounts, etc., are to be reported, the identity of 
firms is not to be concealed, and the information is to be available 
to competitors as well as consumers. Corporation structure 
should be greatly simplified, a Federal incorporation law passed, 
and, since stockholder’s control is so weak, directors should be 
treated as trustees, and supervised accordingly. In dealing 
with the central part of their problem they are less specific. In 
view of their analysis, the absence of any proposal respecting 
discriminating prices or re-sale price maintenance is noticeable. 
They suggest an extension of industrial regulation wherever 
there is under-utilisation, or high or inflexible prices, but feel 
that only experiment can discover the appropriate methods, 
from which tariffs, subsidies and yardstick competition need not 
be excluded. Some of the general argument is familiar, but 
the authors modestly disclaim making any strictly scientific 
contribution. They have produced a well-written account of 
imperfect competition, free from technical terms, and it is not 
necessary to agree with all their proposals in order to wish that 
the book will be successful in bringing other business men to as 
an intelligent an approach as that shown by this volume. 

P. Forp 
University College, 
Southampton. 
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British Agriculture: The Principles of Future Policy. By 
Viscount Astor and B. SEEBOHM ROwnTREE. (London: 
Longmans, Green & Co. 1937. Pp. xx + 469. 15s.) 


DesarteE of agricultural policy is now a world-wide phenomenon. 
Agriculture is commonly described as a static industry, but 
the changes made in the technique of production and in the 
output per person during the last seventy years have contributed 
largely to social difficulties of unemployment and other economic 
dislocations. With the reduction in the rate of population 
increase, and, apparently, acceleration of the rate of technical 
and, in some parts, economic progress in agriculture, there is acute 
struggle amongst nations each to retain as much as possible of 
its land and labour in agricultural use. At a time when the 
commercial world can produce all its foodstuffs and agricultural 
and plantation raw materials with ever-diminishing requirements 
of land and labour per unit of product, and when there are 
numerous and powerful restrictions of consumption and its increase, 
many countries wish to increase use of these resources, and practi-: 
cally all wish to retain what they have. Whatever the ultimate 
and net effects of this international struggle may be, the immediate 
is that of uneconomical, and even positively wasteful, use of 
resources, and if it continues much longer, it must strengthen 
very considerably the forces which are restricting the possible 
improvements in the general standard of living. The best 
agricultural policy would be such as would secure the full use of 
all economic resources in the lines which would yield the optimum 
returns in consumers’ satisfactions when consumers act as sociable 
human beings and not as political animals. 

As we are far from being able to adopt such a policy, if we could 
find it, we are fortunate in having an exhaustive study of conditions 
in British agriculture with elaborate and clear analysis of most of 
the factors to be considered in formulating the best agricultural 
policy for the prevailing economic and political circumstances. 
It would be poor praise to say that this is the best book yet pro- 
duced on the subject, for its competitors have been so weak, but 
a little more consideration and revision might have made it a 
standard work of reference for a long time to come. 

The main objectives of policy are defined briefly as promotion 
of greater efficiency in production and marketing, increase in 
production of “health foods,” preservation of the fertility of 
the soil, and stability of prices for producers. After a survey 
of the changing structure of British agriculture over the last 
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seventy years, there is a separate survey of each of the main 
farming enterprises. Here much depends on figures, and 
those used do not always encourage confidence, for they are 
not always consistent one with another. There is conflict in the 
data relating to the feeding-stuffs items which appear in Tables 
2, 18 and 20 and in the footnote at p. 53. Without explanation 
a table of feeding-stuffs contains one item which is used mainly 
as a fertiliser. The fine payable for new acreage of potatoes is 
£5 per acre for ever, and not perannum. On the internal evidence 
it is not necessary to pay much attention to the statement that 
“it seems certain that the net output of British agriculture has 
declined over the past seventy years.”’ A statement is quoted, 
and apparently accepted, that “30 to 40 per cent. of British 
cows are affected with T.B. in one form or another,” while in 
another place we are told “ there is no reason why we should not 
go a long way to securing a milk supply which does not need to 
be pasteurised even in the lifetime of this generation,” and still 
further on that there is nothing fantastic in formulating an increase 
of 65 per cent. in our natural milk output. If the first statement 
is true, then the formulation of such increased output without 
increased unit costs would indeed be fantastic. Savings from the 
eradication of animal diseases are greatly over-estimated. Al- 
though it will be extremely valuable to public health, there are 
present indications that eradication of tuberculosis may not make 
any savings in costs of production, because of concomitants; 
but in any case we know we now have to pay farmers to eradicate 
it. The chapter on milk production is quite unnecessarily 
theoretical and weak in relation to the materials available for the 
study of the subject, and in view of the fact that increase in milk 
production is one of the main planks in recommended policy, 
this is extremely unfortunate. Some further revision of the 
technical sections which occupy half the book would have 
strengthened the suggestions of policy. 

The review of personnel and organisation, which is shorter, 
is excellent in its scope and general conclusions. But it is 
surprising that the consideration of derating does not lead to 
any thought of its probable effects on rents. On the contrary, 
it is said that farmers derived substantial pecuniary benefit 
from it. Agricultural workers should receive equality of treatment 
with industrial workers in the matter of housing, health services, 
education facilities and so forth, while general social improvements 
in rural areas should be pressed forward. Farmers do not need 
any special facilities for short-term and intermediate credit, and 
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this will continue to be best operated through normal channels. 
Long-term investment in equipment of farms is not a task for 
farmers, but as high death duties are fundamentally irreconcilable 
with a system of large estates, equipment is deteriorating in spite 
of the fact that landlords inevitably gain a great deal through the 
existing subsidies. Extension of small holdings is not advocated, 
but there is cautious advocacy of experiments in large-scale 
farming under both public and private auspices. To secure full 
equipment of farms or regeneration of land, there should be a 
Land Improvement Commission or a series of such Commissions 
on a regional basis to take over land on which such investment is 
required. Training of necessary administrative staff and growth 
of principles of administration would be secured by gradual 
procedure. While in principle the arguments in favour of national 
ownership of agricultural land are overwhelmingly strong, 
gradualness is necessary. 

Promotion of efficiency must be a central feature of agricultural 
policy, so provision should be made for more agricultural education 
and research, and particularly for investigation of animal diseases. 
Boards in control of statutory marketing schemes should be 
appointed by the appropriate departments of State. Agricultural 
tariffs are ineffective, and the industry is entitled to a continuance 
of State assistance in one form or another on roughly the present 
scale, and in some cases, as that of sheep, extension of assistance 
would be justified. But several experimental policies pursued 
in recent years should be revised: the sugar-beet subsidy, the 
level of guaranteed price for wheat, the subsidy for fat cattle and 
the measures taken to establish a substantial bacon industry. 
This, however, should proceed gradually with the development 
of other measures. 

It is not believed that it will be possible, consistently with the 
pursuit of a wise international commercial policy, to find scope 
for an enlarged domestic production of staple foodstuffs such as 
wheat, meat, bacon, butter and cheese. Production of milk, 
eggs, poultry, vegetables and fruits should be increased. Here 
it seems difficult to understand why bacon and eggs should be 
in different positions, for production of each is a processing 
industry, and to a considerable extent supplies of each are 
obtained from the same sources. 

The development of a national policy of improved nutrition 
is in the forefront of proposals. Social policy and State action 
have secured minimum standards in education, housing, and 
the conditions covered by social insurances. Given the main- 











140 THE ECONOMIC JOURNAL [MARCH 


tenance of national economic progress, it should be feasible to 
ensure that defective or inadequate nutrition no longer persists. 
In particular, the potentialities of enlarging agriculture by a 
successful policy of stimulating milk consumption are very 
high. 

Like almost every one who deals with British agricultural 
policy, the authors feel bound to be optimistic, and they cannot 
altogether get away from fetichism. They say that “ important 
social values ’’’ are involved in the maintenance of agriculture, 
but, like most other people, they do not attempt to define those 
values. And, of course, they believe in the “‘ marriage of agricul- 
ture and health,” although they are fully aware that agriculture 
seeks mostly the dowry which health and its social relations can 
so ill afford in any form of direct payment. 

The weakest part of the book is in the excessive optimism 
in regard to nutrition, and particularly in regard to milk consump- 
tion. Consumers have so many needs and desires that they are 
not likely to devote much more than 40 per cent. of any increase 
in purchasing power to purchase of foodstuffs, and this condition 
will remain if the increase in resources takes the form of special 
gifts of foods or subsidised supplies. After the first incremental 
increase in resources the proportion devoted to food will fall 
near to 30 per cent. Enormous changes in the social structure, 
in production and distribution of wealth, will be required before 
the desired conditions of food consumption can be established. 
The main solutions of the “ agricultural problem ”’ lie outside 
the industry itself. The most complete and direct agricultural 
policy would be such as would secure the full employment of the 
general resources in capital and labour of this country and of the 
commercial world at large. 

Short of this, the authors offer a lot of considerations which 
are wise and useful. They were assisted by Sir Robert Greig, 
Sir Frederick Keble, Mr. H. D. Henderson, Mr. William Wallace 
and Miss Doreen Warriner, and they give a long list of names of 
persons consulted on various points. The volume is pleasantly 
easy to read; the arrangement is excellent; the style is lucid; 
and the index seems full and reliable; as would be expected from 
its preparation by Mr. H. D. Henderson and Mr. P. Lamartine 
Yates. 

A. W. AsHBy 
University College of Wales, 
Aberystwyth. 
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Le Commerce et L’Organisation des Marchés. By H. Lauren- 
BURGER. (Traité D’Economie Politique, Vol. V. Paris: 
Recueil Sirey. 1938. Pp. xii + 658. 70 fr.) 

Tuts large volume, with its 623 pages of text and 34 pages of 
reference and analytical table of contents, deals theoretically, 
historically and descriptively with the organisation of commerce 
and the rdle of the distributive process. Dr. Laufenburger, with 
immense industry, has brought together a great mass of material 
which ranges from the fairs of medizval times to President 
Roosevelt’s reforms of the New York Stock Market, agricultural 
regulations in New Zealand and recent developments of trade 
organisations in Germany, Russia and elsewhere. Fortunately 
the volume contains an excellent analytical table of contents, and 
is well documented. It should therefore be of value to those who 
wish to work on problems of the regulations of trade and com- 
merce, for it brings together brief sketches of many of the experi- 
ments that have been carried out, particularly since the war, in a 
great number of countries. 

This great mass of material clings rather precariously round a 
central thread, which is the importance of developments in the 
technique of commerce in aiding the capitalist system to satisfy 
those human wants which it itself creates and diversifies. The 
author would probably be the last to claim that he has presented 
a complete theory of economic dynamics; he has, however, 
succeeded in bringing together a mass of interesting material 
illustrating some of the long-period changes in consumption which 
have been the foundation for “ progress ’’ in a number of national 
economic systems. He is therefore at pains to stress the social 
and economic importance of all those whom Adam Smith would 
have classified as “‘ unproductive labourers,” those whose work 
“does not fix or realise itself in any particular subject or vendible 
commodity.” ‘The Wealth of Nations’’ on Dr. Laufenburger’s 
analysis has come to depend upon there being a large rather 
than a small proportion of ‘“ unproductive” workers. His 
central theme is a valuable corrective to many of the more 
specious technological theories which have developed in recent 
years. He is principally concerned that the State, in mistaken 
attempts to promote social stability, shall not frustrate the 
vitality of the economic process by placing commerce and dis- 
tribution generally in a strait-jacket. N. F. Hatt 


National Institute of 
Economic and Social Research, 
London 
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The National Income of Australia. By Cottn CLarK and J. G. 
CRAWFORD. (Sydney and London: Angus and Robertson, 
1938. Pp. viii +- 120. 3s. 6d.) 

Australia’s National Interests and National Policy. By H. L. 
Harris. (Melbourne University Press: Oxford University 
Press, 1938. Pp. xii + 155. 5s.) 

Contemporary New Zealand. (New Zealand Institute of Inter- 
national Affairs. London: Oxford University Press, 1938. 
Pp. vii + 276. 10s 6d.) 

Mr. CoLin CLARK, now in charge of the Queensland Bureau 
of Industry, and Mr. Crawford have written a small book which 
will give pleasure to those who are fortunate enough to be 
interested in statistics. It combines skilled research with 
something of the excitement of a detective novel and an 
occasional flavour of the political pamphlet. Mr. Clark’s work 
is so familiar to the readers of the Economic Journat that it 
needs little description or commendation. The arrangement of 
the present book resembles broadly that of National Income and 
Outlay, though it is rather less detailed, especially on the dis- 
tribution and redistribution of income. National income is 
calculated in the usual way from taxation returns; a check is 
obtained here from figures of production, giving a total 6 per cent. 
higher, probably because of tax evasion. As in this country, 
output and standard of living have been rising rapidly since the 
war, with a good deal of waste through unemployment. Available 
income per worker is a little less than in Great Britain, but the 
distribution is much more even. 

The chapter on the multiplier introduces the “ marginal 
propensity to import,” and arrives at a multiplier of 2-08, which 
seems extraordinarily close to Mr. Clark’s estimate of about 2 for 
Great Britain. After this, it is not surprising to find in the con- 
cluding chapter a strong plea for public works in order to mitigate 
the depression which the authors saw approaching at the end 
of 1937, when the book went to press. The authors emphasise 
the extent to which Australia has become a manufacturing 
country. This is still insufficiently appreciated, and has im- 
portant consequences. Few countries with large undeveloped 
resources have had any difficulty in getting settlers for them, 
and there has been as much land-hunger in Australia as any- 
where else : everyone who has studied the question is doubtful 
if there is any scope for large-scale immigration. 

The other books were prepared for the Conference on British 
Commonwealth Relations, held in Sydney in 1938. Mr. Harris’ 
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book, which was supplemented by a number of special studies, 
is shorter and more homogeneous than Contemporary New 
Zealand, which contains chapters from a number of contributors : 
Chapters 8 and 9, on Trade and Marketing, are somewhat over- 
loaded with facts, but the editors have been successful on the 
whole in avoiding a patchwork effect. Both books are very well 
done, and though they are intended primarily as an account of 
domestic and foreign policy, they form an admirable introduction 
to the present position of Australasia, which should be consulted 
by anyone proposing to study or to visit either country. Both 
have useful statistical summaries. 

Australia and New Zealand, superficially so different in their 
geography and in the sentiments of their peoples, have developed 
in very similar ways. Both countries enjoy high standards of 
living, both have made economic experiments best described by 
the familiar ‘‘ Socialisme sans doctrines,’ and both had fallen 
away until recently from the ideas and ambitions which once 
made them pioneers in social legisiation. Secondary industries 
are much less important in New Zealand than in Australia, so 
that the farmer has been the predominant political influence, 
as compared to the wage-earner in the latter country, but the 
institutions which have grown up resemble one another closely. 
Both countries have been happy ones in which to live, though 
perhaps a life rather on the surface. 

Until a few years ago neither country can be said to have 
had any foreign policy at all, nor could the Australasians conceive 
of themselves as separated from Great Britain. This showed 
itself in the exaggerated patriotism of the New Zealander and the 
exaggerated self-consciousness of the Australian. There are 
some signs in these books that a change is beginning—the awaken- 
ing of a national consciousness with regard to external relations, 
commercial and political. Mr. Harris says, “‘ Australians are 
loyal to the system of which they form a part, and of which 
Britain is the head and centre. But that system is linked in their 
minds with certain principles and ideals. .. .”’ An inevitable 
result of the protectionist policies, first in Australia and then in 
Great Britain, has been to emphasise the independence of each 
country commercially, and New Zealand has recently been 
shocked and hurt by the prospect of quantitative restriction in 
her principal market. More significant than this, however, are 
the painful questions connected with the League of Nations, and 
the attitude of democracies towards totalitarian systems. Mr. 
Harris hardly hints at these problems, which are considered more 
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explicitly in Contemporary New Zealand. In 1936 Australasian 
foreign policy was described rather bitterly as “‘ Yes, Mr. Eden.”’ 
It would be interesting to know whether there is any reluctance 
in the assent which falls on the ears of Mr. Chamberlain. 
R. L. Hau 
Trinity College, 
Oxford. 


The Class Conflict in Italy. By Kart. Watrer. (London: 
P. 8S. King. 1938. Pp. ix + 134. 5s.) 


HERE is a book describing the experiences of organised 
labour under Mussolini’s régime. The writer’s qualifications—a 
foreigner, resident in Italy before and since the advent of the 
Fascisti, and an expert on the co-operative movement—allow 
him to avoid the excesses to which we are accustomed from enthus- 
iasts of the Left and Right. The result is on the whole one of the 
most up-to-date and balanced accounts we have of that aspect 
of Mussolini’s Italy upon which, beyond most others, we base 
our judgment of his experiment. This book, built on personal 
knowledge and investigation rather than partisan preconceptions, 
should do much to correct the usual accounts of this controversial 
subject. Unfortunately, it seriously lacks documentation, appar- 
ently in the interest of readability. However, I am certain from 
my own investigations in the field that in the main it has full and 
sound authority. The author would do great service by publishing 
a treatise academic and exhaustive enough to convince the 
academes. 

He should then give the other half of the picture: how 
the employers’ “ unions” have fared. The present book, being 
concerned with a totalitarian economy, suffers somewhat from 
a narrow concentration on employees. We read (p. 69) that 
employers are not so solidly organised; but we want to know 
whether the low salaries (p. 70) of labour union officials indicate 
their poor quality in relation to employers’ union officials. Again, 
while the account of the regionalism and primitive industrial 
relations of pre-War Italy is excellently done, the bankruptcy 
of post-War labour leadership would find a truer perspective, and 
Fascist violence be more easily intelligible, against a more general 
picture of the social chaos. We learn that the Socialist movement 
in Italy before the War was mainly middle class; that the early 
Fascist party, with a programme indistinguishable from the 
Socialist, consisted up to about 40 per cent. of unionists. ‘‘ The 
Italian workers are, in the mass, more Fascist than our trade 
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unionists are Socialist’ (p. 77). I wish the author had also 
traced the exact relationships of the Fascists, especially financial, 
with the anti-labour forces. Labour representatives join in 
official price regulation and the licensing of new firms, final 
economic controls of the country. It would be fascinating if we 
could be told the exact influence here of labour counsels. The 
author shows well how the Italian labour movement and the co- 
operatives are resisting what so many fear, the bureaucratic state, 
and how Mussolini makes into law what the pressure of the 
unions has already introduced. 
KENNETH WHITE 
University of Liverpool. 


Fascist Economic Policy. An Analysis of Italy’s Economic 
Experiment. By Witt1am G. WELK. (Cambridge, Massa- 
chussetts: Harvard University Press. 1938; London: 
Oxford University Press. 1939. Pp. xviii + 365. 17s.) 

Korporative Wirtschaftstheorie. Edited by A. E. Fossati. (Jena: 
Gustev Fischer. 1938. Pp. xi+ 126. 4 RM.) 


In this recent volume in the well-known series of Harvard 
Economic Studies, Professor W. G. Welk submits to a careful 
and objective analysis the development of the Fascist Economic 
system from 1922 to 1937. Amid the welter of highly coloured 
and partisan accounts this book stands out as the first competent, 
impartial treatment of this subject which has appeared in the 
English language. 

After a short but excellent summary of the origin and ideology 
of Fascism, the author describes with moderate brevity the 
evolution of the Fascist Syndical and Corporative system. His 
“ provisional ”’ verdict deserves to be quoted : 


“* Workers’ and employers’ assemblies exist—but they are 
not free; syndicates and corporations may make plans and 
recommendations, but only those approved by the govern- 
ment will ultimately be put into effect. No free and open 
clash of interests, or even of opinions, is possible. Italian 
syndicalism and corporatism actually represents in practice 
only the means through which the productive forces of the 
nation are made to co-operate with the Fascist government 
and the Fascist party in the achievement of the latter’s 
ultimate economic and political ends.” 


The critical force of this conclusion is, however, to some 
extent mitigated by his recognition, both of the fact that the 
corporative organisation has done effective work in parts of the 
No. 193.—voL. XLIX. L 
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economic field, and of the possibility that it may play a much 
more important réle in the future. 

To the economist it is the third part of Prof. Welk’s book that 
affords the greatest interest, for here he deals with the economic 
development of the Fascist State from 1922-1937, but, alas, all 
too briefly. The whole story of these fifteen years is compressed 
into a bare 90 pages, and we are left clamouring for more informa- 
tion. Some of the pages devoted to the structure of the cor- 
porative organisation, or to documentation in the appendices, 
could well have been spared for a more exhaustive treatment of 
the economic aspects of the system. 

The task of the worker in this field is, however, much hampered 
by lack of adequate statistical data. There is nothing in Italy 
comparable to the invaluable German reports of the Reichs- 
Kredit-Gesellschaft; while the official statistics are badly 
organised, and also, for reasons of public policy, incomplete. 
Even allowing for these disabilities, it remains true that this 
crucial section of the book is slightly disappointing, and it is 
hard to believe that more use could not have been made of the 
available statistics. Most of the tables given in the book end 
at the year 1934, and comparatively few of them are carried on 
to 1937, so that the qualitative and quantitative effects of the 
Abyssinian war upon the Italian economy are not fully shown. 
Although there is an interesting section on the immediate results 
of sanctions in 1935-36, no analysis is made of the 1937 trade 
figures, which were presumably available for a part of the year at 
least. Many important topics are merely mentioned and not 
discussed at all, e.g., price control and the control of foreign trade 
and the foreign exchanges. However, we must be grateful for 
what we are given, and we do get a valuable picture of the 
economic trend in Italy from 1922 to 1934, with some reference 
to subsequent events. 

The author sums up his general conclusion as follows : 


“‘ While, then, the leading economic policies adopted by 
the Fascist régime may have served to increase the country’s 
economic independence and political prestige, they cannot 
be said, so far at least, to have contributed to her economic 
advancement or to an increase in the economic well-being of 
the Italian people. Population growth, economic indepen- 
dence, and colonial expansion are being paid for by the mass 
of Italians through a lowered standard of living.”’ 


From the evidence in the book it would appear that a most 
important factor in bringing about this reduction in the standard 
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of living, above all amongst the agricultural section, has been the 
check to emigration, to which may be added the effect on the 
population as a whole, of the growing share of the national income 
absorbed by taxation. 

On the other hand, writing at the beginning of 1938, when the 
effects of the world economic revival of 1936-37 (the significance 
of which for Italy he fails to mention) were very strongly in 
evidence, he takes a favourable view of the immediate prospects 
in Italy : 


“With industry and trade gradually turning into more 
normal channels, with the home market enlarged by the 
acquisition of new colonial domains, with the currency 
adjusted to a more satisfactory international level and the 
worst clouds overhanging government finances gradually 
lifting, it may well be said that the outlook for Italy’s 
economic future, barring too rash a programme of government 
expenditure and fresh international complications, appears, 
on the whole, better now (February 1938) than it has been 
at any time during the recent past.” 


The reviewer found himself constantly tempted to make 
comparisons between}Italianfand German methods of economic 
control on the basis of events since 1933; but the differences in 
the economic resources and structure of the two countries are 
so great that it is these factors which dominate the situation, 
while differences in the technique of control would seem to have 
been relatively of only secondary importance. 

In conclusion, Professor Welk’s book is to be welcomed as an 
honest and, within its own scope, largely successful attempt to 
present the salient features of the Fascist economic system, not 
merely as it appears on paper, but as it works in practice. 

Korporative Wirtschaftstheorie, edited by Professor Fossati, 
is a collection of short essays on corporative economic theory by 
a number of leading Italian economists. It has a brief foreword 
by Signor Mussolini, who puts in his usual blunt and forthright 
way, what is really the substance of the whole matter. He says 
quite simply that the entire energies of the Italian nation, and the 
structure of the economic system, must be organised so as to 
afford the maximum strength and powers of resistance in the 
event of war. The rest of the book is a convincing demonstration 
of the fact that there is no such thing as a “‘ Corporative economic 
theory ”’ in the proper sense of the term. It does not, however, 
follow from this that the belief in the existence of such a body of 


theory, and the fact of its acceptance by almost all vocal economic 
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opinion in Italy, may not have an appreciable influence upon the 
course of events. Both in Germany and Italy it has been realised, 
with justice, that attitudes of mind play a fundamental rdle in 
the art of government; and the outside critic would do well to 
remember that more important—at least for the time being— 
than things as they are, are things as they are believed to be, or 


as they can be made to appear. 
C. W. GUILLEBAUD 


St. John’s College, 
Cambridge. 


An Outline of the Science of Political Economy. By Nassau 
Wixu1Am Senior. The Library of Economics, Section I, 
Number 1. (London: Allen and Unwin. 1938. Pp. 
xii + 250. 7s. 6d.) 


Economists must be grateful to the editors of this series for 
having given them the opportunity of obtaining this work by 
Senior without difficulty. Reference back to the more important 
sources of our economic thought may serve to reinvigorate it and 
often also to restore a sense of proportion. The reader’s attention 
is held by Senior’s strong and easy style. His interest may be 
whipped to enthusiasm as he comes from time to time upon 
passages of remarkably modern flavour. The treatment, for 
instance, of ability and of the incidence of taxation may make 
him wonder why so many more years had to pass before the 
Marshallian synthesis was achieved. 

The crucial point in any general treatise at this epoch was the 
treatment of the wages-fund theory, the proposition that the 
demand for labour is constituted by the supply of savings. Senior 
formally rejects this, and offers in its place a subsistence-fund 
theory, in which the leading determinant in the demand for 
labour is the available stock of wages goods. But it may be 
doubted whether he holds this view consistently, since the ideas 
which are of the essence of the wages-fund theory proper are 
re-introduced in his discussion of the causes affecting profit, and 
the level of profit in its turn exerts an influence on wages. It 
may be possible to reconcile these two passages; but the doubt 
remains whether Senior fully reconciled them in his own mind. 
For all his lucidity, the reader has not that confidence in Senior’s 
power of pushing his own ideas to their logical conclusion and 
allowing no residue of vagueness or inconsistency to remain in 
his system, which a close study of Ricardo secures for that 
author. 
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Since for most readers the study of this book will be a matter 
of refreshment, even of recreation, the stern voice of duty being 
weak or absent, it is to be regretted that the editors did not 
decide to furnish a Jarger type, putting less strain upon the eyes. 


R. F. Harrop 
Christ Church, 
Oxford. 











NOTES AND MEMORANDA 


CHANGES IN REAL AND MonEyY WAGES 


In this note I should like to present certain data which, I 
believe, amplify some of the conclusions reached by Mr. Dunlop 
in his article in the Economic JouRNAL for September 1938.1 In 
particular these data relate to the first section of his article and 
to the citation from Mr. Keynes’ General Theory, quoted on p. 
413: “ But in the case of changes in the general level of wages, it 
will be found, I think, that the change in real wages associated 
with a change in money wages, so far from being usually in the 
same direction, is almost always in the opposite direction. When 
money wages are rising, that is to say, it will be found that real 
wages are falling; and when money wages are falling real wages 
are rising.” ? 

The materials on which my conclusions are based are these. 
Series to indicate the level month by month of money earnings 
per hour and real hourly earnings were prepared.* The figures 
relate to wage-earners and employees in the lower-salary groups 
in the United States. The series begin with January 1932 and 
extend to March 1938—75 months in all. The coverage is quite 
wide: the earnings of employees in manufacturing, mining, 
public utilities, retail and wholesale trade, laundries, dyeing and 
cleaning, hotels, railroads and building construction are provided 
for in the indices. Some important groups are, due to the lack 
of data, omitted, the most important of them being employees in 
the service of the Government—about 3-3 millions in all; wage- 
earners in agriculture—1-5 millions ; employees in the professional 
services—nearly 1 million; domestic servants numbering about 
1-75 millions; and other service industries—nearly 1 million. 
In all, into the calculation of these figures for money wages and 
real wages enter materials that relate to more than 16 of the 28 
million employees in the United States.‘ 

To allow for changes in the purchasing power of money wages, 
I used for my basic series the index of the cost of living that is 

1 John T. Dunlop, “The Movement of Real and Money Wages,’’ Economic 
JOURNAL, September 1938, pp. 413-34. 

* General Theory of Employment, Interest and Money, p. 10. 

% There are advantages in using monthly data, since we can thereby assume 
the existence of the conditions of the short period, Certainly Mr. Keynes, in 
writing the paragraph quoted above, assumed such a framework. 

* And it is doubtful, in any case, whether we should for this purpose take 
account of the earnings of Government employees and of certain others—for 


obviously Mr. Keynes’ arguments assume that the employing units make their 
decisions on the basis of profits. 
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published by the Bureau of Labor Statistics of the United States 
Department of Labor. Since this index covers only four months— 
or fewer—a year, I secured estimates for the intervening months 
on the basis of the monthly index of living costs published by the 
National Industrial Conference Board. Finally, I prepared 
what I shall in this note identify as the “ corrected” index of 
real wages. The corrections were made to allow for changes 
in-the cost of living that were due to changes in the prices of 
agricultural products.1_ A table containing the relevant data 
appears below. 


Money Wages and Real Wages in the United States. 





Money Hourly Real Wages per Hour (Index: 
































Earnings 1932 = 100). 
(actual figures). Uncorrected. | ** Corrected.”’ 
1932 Jan. 53-0 102-6 104-0 
Feb. 52-2 | 102-7 103-2 
Mar. 51-0 100-6 101-0 
Apr. 50-6 100-6 | 100-9 
May 50-4 101-4 101-1 
June 49-6 100-6 100-1 
July iv 49-2 100-1 100-0 
— 48-4 | 99-2 99-3 
Sept. . . 47-3 97-4 | 97:8 
Oct. : ; 47-0 97-7 97-4 
Nov... A 46-9 98-0 | 97-7 
Dec. ‘ ’ 46-6 | 98-4 97-5 
1933 Jan. ; : 46-7 | 100-3 | 97-8 
Feb. : : 46-4 101-6 99-6 
Mar. ; : 46-5 | 102-6 100-9 
Apr. ‘ , 46-0 101-6 100-5 
May : 45-8 100-5 102-0 
Juno. 45:1 97-9 98-7 
July ; 45-9 96-4 99-1 
Aug. ] 50°5 104-4 106-5 
Sept. 52-2 | 107:1 109-2 
Oct. 53-3 | 109-9 | 111-7 
Nov. 53-2 110-4 112-4 
Dec. 52-6 | 110-2 | 111-9 
1934 Jan. 54-7 114-3 | 117-0 
Feb. 54-6 113-0 116-4 
Mar. 54-4 | 112-3 115°7 
Apr. 55-2 | 114-3 117-3 
May 55-7 115-1 118-0 
June : ; 55-9 | 115-2 119-3 
July 56-4 116-4 120-6 
Aug. 56-5 116-0 122-0 
Sept. 56-8 115-2 122-0 
Oct. a 56-7 115-6 121-6 
Nov... <] 56-7 115-9 | 121-9 
Dec. 56-4 115-4 121-8 





1 For the United States, changes in the terms of trade between agriculture 
and industry are of some importance in determining the level of real wages; 
changes in the terms of trade in the international sense are relatively unimportant, 
and were here neglected. 
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Real Wages per Hour (Index : 
“~— 1933 = 100). 
(osteren geeesp Uncorrected. | “Corrected.” 

1935 Jan. : e | 57-4 | 116-4 124-3 
Feb. 58-1 116-5 124-8 
Mar. 57-6 | 115-6 123-6 
Apr. 58:2 | 115-9 124-5 
May 58-2 116-4 125-0 
June 58-3 116-9 124-8 
July 58-0 116-7 | 124-4 
Aug. 57-6 116-0 124-2 
Sept. 57-6 115-7 123-9 
Oct. 57-6 115-4 123-3 
Nov 57-7 115-2 122-8 
Dec 57-6 114-4 122-3 
1936 Jan 58-6 116-5 124-5 
Feb | 58-4 116-9 125-4 
Mar. 58-5 117-5 125-2 
Apr. | 58-3 | 117-0 124-8 
May 58:5 116-9 124-2 
June 58-6 115-6 123-5 
July 58-6 115-6 124-4 
Aug. 58-6 115-1 124-8 
Sept. | 58-5 114-7 124-4 
Oct. 58-6 115-4 125-0 
Nov 59-2 116-5 126-6 
Dec 59-2 116-2 127-2 
1937 Jan. 60-1 117-0 128-8 
Feb. 60-5 117-7 129-5 
Mar. 61-0 117-7 | 130-4 
Apr. 62-7 120-6 132-9 
May 63-7 121-9 133-5 
June 63-9 122-4 133-7 
July 64-5 123-5 135-4 
Aug. 64-9 124-0 135-2 
Sept. 64-9 123-5 134-5 
Oct. 65-4 124-3 133-5 
Nov. 65-4 124-8 132-3 
Dec. . ; 64-2 | 122-9 129-8 
1938 Jan. : ‘ 64-6 125-0 131-7 
Feb. : : 64-5 125-6 131-9 
Mar. , ; 64-2 125-1 131-1 





Two scatter diagrams were prepared. In the first I measured 
along one axis percentage changes in the level of money wages, 
and along the other axis percentage changes—for the corre- 
sponding months—in the level of “ uncorrected’ real wages. 
In the second diagram the relations between the percentage 
changes in money wages and the percentage changes for corre- 
sponding months in the “ corrected’ index of real wages were 
indicated. The second diagram is presented below. There is no 
considerable difference in the results, whether we are concerned 
with the “ corrected ” or “ uncorrected ” index of real wages. 
It is obvious that there is a rather high direct or positive 
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association between changes in money wages and changes in real 
wages. Mr. Keynes appears to be mistaken, for when money 
wages are rising, it is generally found that real wages are rising, 
and when money wages are falling, real wages are usually falling. 
The coefficient of association! is + 0-86. If we omit from our 
calculations those changes for which there were changes of two- 
tenths of one per cent. or less, the coefficient of association is 
even higher: -+ 0-96. The coefficient of association between 
changes in money wages and changes in the “‘ uncorrected ” index 
of real wages on the same basis is + 0-94. 

Mr. Keynes’ conclusions, which are not borne out statistically 
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for this period, are based upon three assumptions which, in my 
opinion, are not realistic. The first is that money wages only 
begin to rise after unemployment has fallen to quite a low figure. 
The second is that increases in output beyond this level—in the 
region in which money wages are rising—are associated with 
rising marginal costs, even in the absence of rises in money wages. 
Finally, he assumes that the degree of competition does not 
change appreciably as between slump and boom, and, more 
important, that price revisions occur frequently. It is because 
none of these assumptions truly portrayed conditions in the 
United States, because there were many wage-goods the prices 
of which were inflexible, and because marginal cost curves were 


1 G. Yule, An Introduction to the Theory of Statistics, p. 38. 
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not inclined positively, that we get a positive association when 
we should expect, on Mr. Keynes’ assumptions, the association to 
be inverse and negative. 


Postscript.—Further analysis of the material, undertaken 
after this note had been set up in proof, brought to light certain 
results relevant to this inquiry. These have to do with the 
relationship between changes in real wages per hour and changes 
in man-hours of employment. 

The data for man-hours are derived from the industries, 
mentioned above, for which we have wage data. If changes in 
man-hours are related to changes in “ real hourly wages, uncor- 
rected ” a rather high negative association is to be found. For 
the period of 75 months, considered above, the coefficient of 
association is —0-64, and with the exclusion of changes of 
two-tenths of one per cent. or less, the coefficient stands at 
—0-75. That is to say, changes in real hourly wages are in 
general opposite in direction from changes in man-hours of work. 
However, it is surprising that there is a less close association 
between changes in the “ corrected ”’ (cf. above) figures for real 
wages and man-hours. In this case, the coefficient stood at 
only —0-48. Lorie TarRsHIs 


Tufts College, 
Massachusetts. 
INTEREST AND QuASI-RENT 
Selon que votre idée est plus ou moins obscure, 
L’expression la suit, ou moins nette, ou plus pure. 
—BOomLeav. 

1. REcENT discussions in which the rate of interest figured 
so largely were practically always concerned with the Theory of 
Money (or output as a whole), and not at all with the traditional 
Theory of Distribution; it seems, however, that this, too, needs 
reconsideration, or rather tidying up, in the light of recent 
advances in other branches of economic theory. 


2. A very common, indeed widely accepted, view on the 
distribution of the National Income classifies the National 
Dividend into wage», rent, interest and profit, these representing 
the shares of labour, land, capital and enterprise, paid in accord- 
ance with with their marginal contributions to the National 
Income. This theory should not be called traditional. From 
Adam Smith to MacCulloch the leading writers talk about the 
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“ profits on stock or of capital,’ meaning by this all income 
derived from property, except the rent of land—e.g., Ricardo in 
the preface of his Principles of Political Economy: ‘‘ The produce 
of the earth . . . is divided among the three classes of the 
community—namely, the proprietor of the land, the owner of 
the stock of capital necessary for its cultivation and the labourers 
by whose industry it is cultivated”; similarly MacCulloch also 
speaks of the share going to the proprietors of stock or capital. 
Confusion arose, however, when Mill split up this share into 
wages of management, interest on capital and insurance against 
risk. This distinction is already made by MacCulloch, but plays 
a much more prominent part in Mill, who opened up the way to 
the identification of the yield of capital goods with the rate of 
interest. “... of the gains ...a part only is properly an 
equivalent for the use of capital itself... .” ‘‘ This, as every- 
body knows, is called interest, and is measured by the current 
rate of interest on the best security.”’ Marshall’s reverence for 
Mill and his tendency to neglect fundamental differences in order 
to strengthen the principle of continuity probably did the rest, 
and as a result of it the distribution of national income into 
rent, wages, interest and profits has found wide acceptance 
without any qualification of the meaning of interest. 

There have been some distinguished critics of this particular 
classification, notably Professors Irving Fisher and Cannan, who 
argued that this classification cannot be right, and according to 
Professor Fisher it corresponded to a classification of a pack of 
cards into hearts, kings and red suits. He points out very clearly 
that rent and interest are not two different shares in the National 
Dividend ; for if we look on rent as a return on a money outlay— 
as we must, if it is to be parallel to interest—then the two will 
always be exactly equal, as the sum, the return on which we call 
rent, will be the money yield capitalised at the current rate of 
interest; and exactly the same problem has puzzled Professor 
Cannan. In a recent article (Economic JouRNAL, September 
1937) Professor Robertson reproaches Mr. Keynes for his unwill- 
ingness to regard the rate of interest as the reward for the 
marginal productivity of capital. “Is it not legitimate to 
assimilate the theory of interest to other branches of theory by 
representing the rate of interest as the price of the use of a 
certain agent of production?” It seems, however, that Mr. 
Keynes’s reluctance to do so is not unfounded. The correct way 
of classifying the shares of the factors seems to be: rent, quasi- 
rent and wages; the return to capital—.e., the reward for the 














156 THE ECONOMIC JOURNAL [MARCH 


marginal productivity of capital—is a quasi-rent, and the rate 
of interest (past and present) determines how these quasi-rents 
will be distributed between rentiers and ordinary shareholders, 
between individuals who have a claim to a fixed rate of 
remuneration out of the quasi-rents and those who receive what 
is left over. 

This is certainly in marked contrast with the doctrine which 
regards interest and quasi-rents as belonging to the same genus : 
“There is no sharp line of division between floating capital and 
what has been sunk for a special branch of production.” 1 There 
is a very real difference between real capital goods and the 
financial transactions relating to them; the former yield quasi- 
rents, the latter represent contracts about the transference of 
liquid funds, the property rights of capital goods, and the right 
to a share in the quasi-rents. The two concepts of real capital 
and liquid sums of money are wholly different, and correspond- 
ingly there is no similarity between quasi-rents and interest. 
This can be illustrated very simply : the value of a capital asset 
will depend on the expected quasi-rents and the rate of interest 
at which these will be discounted, and this value will rise either 
if quasi-rents rise, or if the rate of interest falls; thus variations 
in these have exactly opposite results, which surely would not 
be the case if they belonged to the same genus. 

There is perhaps “ no sharp line of division ” between short- 
and long-term rates of interest, but there always is between 
interest and quasi-rent. This is also very obvious in the field of 
monetary policy; the Central Bank is certainly able, within 
limits, to control the rate of interest, but cannot do the same 
about the entrepreneurs’ quasi-rents. 

It might be necessary to discuss an important objection here. 
It has been argued that the considerations applicable to the rate 
of interest in the short period do not hold good in the long run; 
and that in the long period the traditional views regarding the 
rate of interest—i.e., that it is governed by the rate of saving 
and investment, and represents a return on fixed capital—might 
be considered as valid. This seems to rest on a misunderstand- 


1 Marshall, Principles, p. 412. How real the difference is on this particular 
point can also be scen by reference to a different sphere of applied economics. 
It has been frequently argued in support of restriction schemes that “ inefficient 
producers who earn nothing towards their overheads should be forced to close 
down, to prevent social waste.’’ But there is no social waste so long as these 
producers cover their prime costs. Once capital has been sunk, it is in the 
social interest that production should be carried on so long as prime costs are 
more than covered by the returns, but before it is sunk it is important that the 
resources should be directed into those channels in which overheads can be 
covered as well. 
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ing regarding short- and long-term theory of value, which has 
been exposed by Professor Robbins some time ago (EcoNomICc 
JOURNAL, March 1934). He makes it quite clear (pp. 16 and 17) 
that the idea of one set of forces working in one period of time 
and a different set operating in the long period is erroneous. 
The same forces operate from the beginning, he argues, though 
their effects are not immediately manifest. ‘“‘ Short- and long- 
period theory in this sense do not explain different processes ; 
they explain different sections of the same process.” Similarly 
a concept cannot be interest in the short period and quasi-rent 
in the long run, nor can interest be governed by thrift in the long 
period and by people’s decision regarding the way in which they 
hold their total wealth in the short period. The division of 
National Dividend into rent, quasi-rent and wages should cer- 
tainly represent a distinct gain to the marginal productivity 
theory of distribution on the score of greater clarity. 


3. Two points may be made in conclusion. The dis- 
tinction between interest and quasi-rent (and consequently of 
monetary transactions and capital goods) should enable us to 
see more clearly the effects of an increase in the rate of invest- 
ment. The rate of interest may rise for technical reasons con- 
nected with the capital market and company finance (cf. the 
discussion on funds for finance), and because a higher level of 
income will result in an increased demand for money; this rise, 
however, is not a logical necessity, as might be inferred from 
more orthodox works on the subject, as a supply of savings will 
necessarily rise with the increase in incomes. The position is 
different with the price level of capital goods; following a rise 
in demand, this will move in accordance with the general theory 
of value, and rise more the lower is the elasticity of supply of the 
capital goods industries. 

The second point is concerned with the distribution of 
income. The divergence of interest between bondholders and 
ordinary shareholders has been frequently noticed. But we can 
only appreciate the point clearly if we realise that the rate of 
interest determines how quasi-rents are being distributed between 
debenture-holders and ordinary shareholders—i.e., that it splits 
up total quasi-rents between these groups. This evidently cannot 
be grasped clearly while it is believed that the distinction between 
the rate of interest and quasi-rent is only a verbal issue. 

P. T. BavER 
Gonville and Caius College, 
Cambridge. 
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Tue NatTionaL Lasorn RELATIONS BOARD IN 
THE UNITED STATES—A COMMENT 


BrcavuseE educated Americans watch events in Europe so 
closely, it is difficult for them to realise how little their English 
counterparts, even among economists, know of the internal 
affairs of the U.S.A. If therefore Miss Stein’s article under the 
above title, printed in the Economic Journal for December, 1938, 
is to be fully understood by English readers, perhaps it requires 
some additional comment from one who knows both the American 
situation and the English reader. 

It is true that the courts in America to-day are implementing 
the decisions of the Board, whereas the Compliance Division of the 
N.R.A. did almost nothing’ to help the Board’s forerunners—the 
National Labor Board (N.L.B.) and the old N.L.R.B. But it 
does not follow that the old boards were useless. The N.L.B. 
worked during years when Roosevelt still believed in the theory 
that business and organised labour would work in harmony 
during the atmosphere of national crisis, and that employers would 
genuinely concede, as never before, the right of their employees 
to join unions of their own choosing. The aim of the N.L.B., 
then, was to promote harmony, and its success can be seen from 
the fact that between August 1933 and the following July its 
agents settled over a thousand strikes involving some 600,000 
workers, averted about half as many again, and settled 1,800 
disputes which had not gone as far as a threat of strike. This 
activity represented settlement of more than 80 per cent. of cases 
handled, and the securing of voluntary agreement in about 
60 per cent. 

The creation of the old N.L.R.B. in 1934 marked the end of 
the philosophy of harmony between labour and business. It was 
appropriate, then, that the new organ should be armed with powers 
of enforcement, and the Congressional joint-resolution which 
authorised the President to set up a new board also empowered 
him to lay down fines and imprisonment for violation of rules 
made by the board. It is difficult for us in this country to 
realise the immense significance of official recognition, for the 
first time in American history, that the interests of employer and 
employee are not necessarily bound by an innate harmony. That 
the Board of 1934 seriously intended to act upon this revolution- 
ary principle was demonstrated by its dictum in Matter of 
Columbian Enameling and Stamping Co., that “the fact that 
employees call a strike pending the negotiations in order to re- 
inforce their demands does not terminate the obligation of the 
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employer to negotiate further.’’ Previously, the N.L.B. (and 
other bodies of conciliation set up by Roosevelt) had always in- 
sisted on men returning to work and terminating strikes, before 
undertaking work of conciliation. The great majority of em- 
ployers continued to co-operate as they had with the N.L.B., 
but the recalcitrant minority could not be coerced because a mere 
resolution of Congress was not a law, and the courts, especially 
when they had not yet been subjected to Roosevelt’s court- 
reforming campaign of 1937, would hardly have recognised the 
legality of the old N.L.R.B. 

The “‘ blow to conservative opinion from which it seems to 
be unable to recover,” was struck in the U.S.A., according to 
Miss Stein, by the validation of the new N.L.R.B. by the Supreme 
Court in 1937 (after Roosevelt’s campaign against the courts). 
But it was only one of a series. The pitiable failure of traditional 
business leaders and the Republican Party of President Hoover 
to raise the country from its economic prostration before the 
advent of the New Deal; the fact that Roosevelt, elected by an 
even more astounding majority in 1936 than in 1932, has gradu- 
ally been pushed into playing the part of America’s first pro-labour 
president ; the revelations of incredible brutality and inhumanity, 
spread throughout American business, in the way employers treat 
their men, revelations which pour out month after month from 
the reports of the committee of investigation into industrial 
espionage conducted by Senator LaFollette; and the scandals 
that have recently come to light on the New York Stock Exchange ; 
all these, exploited by labour leaders who realised that in 1930 
American workpeople for the first time began to feel a sense of 
class cleavage, were needed to cow, for the time being, the leaders 
of American conservatism. In particular it is the work of Senator 
LaFollette that “‘ espionage, thugs, open defiance of the Board’s 
representatives ’’ have been so very little used since 1936 to 
hinder the work of the Board. Several of the more advanced 
industrial states are refusing to license agencies which deal in 
industrial thuggery, and the agencies are being forced to close. 

It is true that if the N.L.R.B. wins the Inland Steel case, 
employers who have understandings with organised labour bodies 
will be forced to commit them to writing. But it should be clearly 
understood that the far more important principle, that employers 
must make a collective contract, whether verbal or written, with 
unions, is not in the power of the Board to enforce. According 
to its past decisions, employers must recognise the duly designated 
representatives of their men, they must make a “ genuine effort ” 
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to bargain with such representatives in good faith, but, since 
“the essence of the bargaining process ’’ is described in the first 
Annual Report of the N.L.R.B. on p. 91 as “ interchange of 
ideas, communications of facts, personal persuasion, and the 
opportunity to modify demands in accordance with the total 
situation thus revealed at the conference,’’ no collective contract 
need issue from genuine bargaining. Harmless, however, as the 
National Labor Relations Act is to the interests of employers, 
it will probably be abolished or “‘ hamstrung ”’ in the near future 
because the spokesmen of the American Federation of Labor are 
joining the reactionaries in attacking the Act; and since they 
represent at least half of America’s organised labour, they effec- 
tively dissipate the impression that the working man is behind 


the Act. 
KENNETH WHITE 


University of Liverpool. 





OFFICIAL PAPERS 


REPORTS OF THE IRISH COMMISSION OF INQUIRY INTO 
BANKING, CURRENCY AND CREDIT ! 


THE terms of reference of this Commission, which was 
appointed in November 1934, were wider than its short title 
suggests. Its field extended not only to currency, banking and 
credit, but also to public borrowing and lending and the pledging 
of State credit on behalf of agriculture, industry and the social 
services, and it was directed to consider and report what changes, 
if any, are necessary or desirable to promote the social and 
economic welfare of the community and the interests of agri- 
culture and industry. 

It is not surprising that three and a half years’ work on such 
a reference has produced a report of formidable length. The 
majority report alone extends to something like a quarter of a 
million words (besides voluminous appendices), and it is followed 
by four addenda, a note, two reservations and three minority 
reports. 

After a preliminary historical sketch of Irish banking and 
currency since the eighteenth century, there follows a chapter on 
the “‘ Economic Background,” a careful and valuable examination 
of the economic condition of the country, supported by a wealth 

1 Commission of Inquiry into Banking, Currency and Credit: Vols. I and II, 


Memoranda and Minutes of Evidence; Vol. III, Reports. (Dubiin: The Stationery 
Office, 1938. Vols. I and II, 7s. 6d. each, Vol. III, 5s.) 
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of statistical material. This chapter contains a section which 
describes Irish agriculture in relation to world conditions, and 
incidentally points out how narrow are the limits within which 
anything can be accomplished in the direction of agricultural 
self-sufficiency (paragraphs 75-7). 

A section in the same chapter on the national income is based 
on a long and detailed statistical Appendix giving yearly estimates 
from 1929 to 1935, and another section supplies estimates of the 
balance of payments. 

It is sad to find that the section ‘‘ Savings and Investment ” 
purports to say what is “the only true meaning of the term 
‘investment ’” (para. 121). The definition does not exactly 
correspond with any other definition of the term (it apparently 
includes capital goods properly so called, but no other com- 
modities except ‘raw ” materials). If it came into use it could 
cause nothing but confusion. 

From the economic background the Report passes to Currency. 
The most important topic here is the desirability of continuing 
the link with sterling. The case for it is cogent enough, and few 
people will be found to dissent from the Commission’s recom- 
mendation in favour of it. At the same time they might have 
given a little more recognition to the possible contingency of an 
adherence to sterling involving Ireland in an undesirable rise or 
fall of the price level. The link with sterling, says the Report, is 
“in the future likely to afford a useful safeguard against wide 
fluctuations in the domestic price level. The last two decades 
have been characterised by violent price fluctuations all over the 
world; examination shows, however, that these fluctuations, at 
least during the depression, have been definitely less pronounced 
within the sterling area than in other currency groups ”’ (para. 209). 

A period in which Great Britain has twice suspended the gold 
standard and the wholesale price index has fallen from 300 to 100 
does not afford a very convincing experience. It is, no doubt, 
to be hoped that these agonies will not recur. But it is not 
altogether true that a currency detached from exchange stability 
is invariably destined to progressive depreciation. Many cases 
could be mentioned of paper currencies which for long periods of 
years have been more stable in purchasing power than gold. 

But British pronouncements on currency in recent years (in 
which the Irish Free State itself has played a part—para. 55) 
hold out a prospect of monetary systems which will, so far as 
practicable, combine the advantages of exchange stability and 
price stability. 

No. 193.—voL. X1Ix. M 
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The Report rightly rejects the idea that the link with sterling 
is in some way derogatory to Irish national self-government, and 
compares the position of Ireland in the matter with that of 
Australia. Possibly an even more striking comparison might 
have been made with Japan, which has continued in recent years 
to link the yen with the pound. 

The most important change recommended in the currency 
system is the gradual suppression of the Consolidated Bank Notes 
with a view to a simplified paper currency, consisting exclusively of 
legal tender notes issued by the Government. 

There follows a chapter on Credit, an exposition of the general 
principles of a credit system, not very closely related to Irish con- 
ditions. It seems to be directed rather to the instruction than to 
the guidance of the Minister of Finance, but is marred not only 
by a diffuseness of language but by some loose thinking. It ends 
up, in a section on the Creation of Credit, by making a distinction 
between a bank’s lending out of savings and its lending by the 
creation of credit. Surely this is a very misguided view. Such 
of a bank’s deposits as are fed from income (as distinguished from 
traders’ deposits) may no doubt be regarded as “ savings,” but 
banks cannot make loans out of these savings. The deposits 
representing them are received by the depositors from other 
depositors ; they have been “created ”’ at an earlier stage, and 
are already backed by equivalent assets. In fact all deposits are 
originated through the acquisition of assets by banks, whether 
by lending, by the purchase of securities, by the purchase of gold 
or by the receipt of currency. And currency itself is nowadays 
originated in the same way. 

The next chapter, on Social Aspects of Currency and Credit, 
gets on to firmer ground, and leads up to the much more substantial 
and practical chapters on Commercial Banking and Central 
Banking. The former gives a clear and informative survey of 
the Irish joint-stock banks, and contains a number of useful 
recommendations on matters of detail. The latter is the kernel 
of the Report, so far as banking, currency and credit are concerned. 
It is a closely and cogently reasoned exposition of the needs of 
Treland in regard to a central monetary authority, and its recom- 
mendations for an adaptation of the existing Currency Com- 
mission are framed with careful consideration of the special cir- 
cumstances of the country. Very little change is proposed. The 
existing practice of issuing or withdrawing legal tender notes 
against sterling is to be continued, supplemented only to a minor 
extent by powers of rediscounting and of open market operations. 
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The remainder of the Report is devoted to the borrowing and 
lending operations of the Government and cognate topics. These 
chapters, dealing successively with Capital for Agriculture, 
Capital for Industry, State borrowing and lending and Indebted- 
ness of Local Authorities, comprise nearly a third of the whole 
Report. They set out the essentials of an extremely complicated 
subject with admirable clarity, and arrive at a series of moderate 
and thoroughly sensible recommendations. 

Irish finance at the present day is a curious and anomalous 
study. ‘The country has been profusely irrigated with a stream of 
British money in the past, but somehow the money has failed to 
percolate into the economic system. Ireland remains a relatively 
poverty-stricken creditor country, a creditor country with practic- 
ally only one debtor country and with the debt expressed in the 
debtor country’s currency. The eight joint-stock banks hold no 
less than £130 millions of sterling assets, and of their deposits in 
Ireland, amounting, exclusive of interbank deposits, to £112 
millions, time deposits represent no less than £90 millions. These 
time deposits seem to form a semi-permanent investment 
completely divorced from enterprise. The Government has 
endeavoured to stimulate economic development by drawing on 
the country’s accumulated resources, but has hitherto met with 
only a very modest success. 

In conclusion perhaps attention may be called to two lapses 
from historical accuracy. Sections 32 to 41 give an account of 
land purchase, but omit to mention that the whole system was 
based upon the fair rents judicially assessed under the Land Acts. 

And section 30, dealing with English currency notes, gives 
the date of the prohibition of the export of gold from the United 
Kingdom as May, 1917, instead of April 1, 1919. 

R. G. HawtRey 


THE MARKETING OF WeEstT AFRICAN COCOA 


THE Report of the Commission ! appointed to examine the 
marketing of cocoa in the Gold Coast and Nigeria in the circum- 
stances created by the proposed Buying Agreements and the 
consequent ‘‘ hold-up,” is of considerable interest both from a 
political and from an economic point of view. On the one hand, 
several interesting questions emerge regarding the duties and 
responsibilities of the Secretary of State and of the Colonial 


1 Report of the Commission (Messrs. W. Nowell, A. S. Thompson and C. A. L. 
Irving) on the Marketing of West African Cocoa (Cmd. 5845), 1938, 3s. 6d. 
M2 
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Governments, on the other, interesting problems of what does, 
or may in certain circumstances, result in effective monopoly. 

During the sixty years since that now almost mythical figure, 
Tetteh Quarshie, a Fanti labourer in the plantations of Fernando 
Po, smuggled a cocoa pod into the Gold Coast, the rate of growth 
of the industry has been astonishing. The average export for 
the quinquennium 1897-1901 was 329 tons from the Gold Coast 
and 144 tons from Nigeria; for 1932-36 it was 256,033 tons and 
75,690 tons respectively. It has increased more than fivefold 
since 1912-16. Of a world export of approximately 720,000 
metric tons in 1936-37 (and since none of the producing countries 
is a substantial manufacturer, exports closely reflect consumption 
or additions to stocks), about 66 per cent. came from British 
and French West Africa, and of this about 42 per cent. from the 
Gold Coast and about 14 per cent. from Nigeria. By far the 
largest consumer is the United States, which took in 1936-37 
about 45 per cent. of the crop—a proportion that has been 
increasing in recent years; the other large consumers are Great 
Britain, taking about 14 per cent., Germany, the Netherlands 
and France. 

To market this crop a more or less haphazard organisation 
had come into being, which had worked sufficiently well when 
times were good, but which showed obvious deficiencies when 
trading conditions became difficult. In the Gold Coast in 1936-37 
there were thirteen principal firms, which shipped about 
98 per cent. of the total cocoa exports; the United Africa 
Company alone was responsible for about 39 per cent., and 
Messrs. Cadbury for about 15 per cent. of the whole. Each of 
these thirteen firms maintained an organisation of its own for 
buying cocoa—a hierarchy of brokers and sub-brokers, from the 
small buyer, purchasing head-loads from the farmer, to the large 
broker, African or Syrian, dealing in hundreds or even thousands 
of tons. Some such system was indeed inevitable, since the crop 
is grown by about 300,000 individual farmers, producing an 
average output of less than one ton. The exporting firms main- 
tained also some 130 buying-stations with European agents, and 
a much larger number of stations operated by Africans, to which 
their various brokers and sub-brokers made direct or indirect 
delivery. The latter were provided with advances by which to 
finance the purchase, sometimes for immediate, more often for 
future delivery, of so much of the local crop as they could buy. 
They were from time to time given fresh limits of price, but 
within those limits were expected to buy so much tonnage as 
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might be forthcoming. They were rewarded by a complicated 
amalgam of salaries, ordinary commissions, special commissions 
depending on the achievement of certain tonnages, and “ over- 
riding commissions ’’ paid sometimes merely as an addition to 
ordinary commissions, sometimes for special services. The 
brokers gave similar, but of course lower, limits of price to their 
sub-brokers, who were similarly rewarded by commissions of 
various sorts; in the pursuit of tonnage the broker might, more- 
over, find it profitable to share his own commission with the 
sub-broker, and the sub-broker in turn with smaller dealers or 
with farmers. 

Into this system certain abuses had unquestionably crept, 
largely as a consequence of the competition of the shipping firms 
for additional tonnage. Of these, two predominate. The first 
is concerned with the extension of advances. The Commission 
was satisfied that ‘‘ both the amount of advances made by firms 
and the length of the period over which they were permitted to 
remain outstanding had increased in recent years,’ and that 
“under conditions of cocoa farming on the West Coast little 
financing of the crop is really necessary, since labour appears 
normally to be paid by a share in the proceeds of the crop or by 
wages as the crop is harvested.”’ These increased advances have 
greatly increased the risks of the trade, and individual firms and 
brokers have made serious losses; the increased ease of selling a 
crop forward has induced a certain lethargy in farmers; most 
important of all, the growing use of these advances has complicated 
the second, and graver abuse of the present system, that con- 
cerned with what are known as “ declarations.” 

In a country of great distances and deficient communications 
the possibility of an instantaneous change of the buying price 
does not exist. If brokers and sub-brokers have been instructed 
to work to a certain limit of price, they must clearly be given 
sufficient time in which to declare their purchases at the old 
price before the new one is enforced. In practice when a firm 
declares a new limit it gives buyers a period of grace, normally 
about forty-eight hours, but dependent partly on his own remote- 
ness and that in turn of his sub-brokers, partly on the degree of 
competition prevailing at that moment and in that area. There 
exists no satisfactory means of checking stocks, or indeed of 
defining them—a broker is often asked to hold cocoa belonging 
to a farmer for sale when the market is favourable, or he may 
have an option on the farmer’s crops as the result of an earlier 
advance. The period of grace, if sufficient for legitimate pur- 
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poses, must be sufficient also to permit sales and purchases at the 
old price after the new is known. That there is at least some 
misuse of the system is apparent from the fact that declarations 
when price is reduced invariably exceed declarations when price 
is raised. Not only do the brokers over-declare or under-declare, 
thus in effect speculating against their own employers with their 
employers’ capital; the agents of the shipping firms have appar- 
ently also on occasion themselves over-declared against their own 
head offices on a falling market, so as to have funds in hand to 
outbuy other purchasers for further tonnage. And some of the 
firms have from time to time made use of the known effects of a 
fall of price on declarations to engineer a “ false drop ’—a 
fictitious and temporary price reduction designed to evoke 
declarations and draw out supplies. 

Both the problem of advances and that of declarations are 
clearly in the main a result of the scramble for tonnage which 
has been going on during recent years. If firms were less afraid 
of losing business and of offending brokers, ways and means 
could unquestionably be found of curing the troubles. The 
reasons for this competition, described by witnesses as “ cut- 
throat,” “insane,” “‘ unbridled ”’ and ‘‘ competition gone mad,” 
are only in part immediately economic. They were thus ex- 
plained by the firms themselves : “‘ Apart from the all-important 
question of buying as large a tonnage as possible for the purpose 
of giving a wide spread to overhead charges, there is the additional 
consideration of the loss of prestige, eventually translatable into 
terms of trade, in the case of any shipper who did not at least 
fight to retain his previous tonnage. Prestige bulls large in the 
native mind, especially in West Africa.” That this competition 
has brought severe losses in its train is accepted by the Com- 
mission. ‘‘The United Africa Company has informed us in 
evidence that during the period 1930-37 inclusive, the trading 
results of their cocoa operations showed a net loss of £1,338,000. 
Even granting that a large part of this loss occurred in the 
abnormal year 1936-37, and that in one or two years a fair profit 
is admitted, the results cannot be considered as satisfactory. . . . 
The numerous casualties since 1920 among cocoa-exporting firms 
on the Coast, and the virtual disappearance of those dealing 
exclusively in cocoa, suggest that cocoa-buying has not been a 
very remunerative business.” But where, as in many cases, 
exporting is closely integrated with the import of goods for sale, 
it is obviously impossible either to calculate accurately the 
separate costs of cocoa-buying or to consider the financial position 
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of the firms apart from the profits made on imports, since the 
market for the latter is largely dependent on the incomes created 
by the purchases of cocoa. 

The situation which had arisen was clearly one in which 
continued competition could have had only one end—the pro- 
gressive bankruptcy of the weaker exporters, reduction in the 
intensity of competitive buying and probably a simplification of 
the buying organisation. That any solution of the problems of 
the industry along competitive lines would certainly have entailed 
unemployment of some, possibly many, of the existing plethora 
of brokers should be borne in mind in judging the merits of 
alternative schemes. In fact, however, the exporting firms came 
together under the pressure of circumstances and evolved agree- 
ments—one for the Gold Coast, one for Nigeria—providing for 
the division of the trade between them in fixed proportions, for 
a system of transfers of cocoa from firms which might over-buy 
to those who had under-bought in any accounting period, and, 
most important of all, for an agreed and uniform buying limit 
which would be followed, subject of course to transport and other 
differentials and to suitable deductions from certain commissions, 
by all the shipping firms, though any firm might, if it wished, pay 
more. The greater part of the subsequent disputes have been 
concerned with the method of calculation proposed for this 
buying limit, and the apparent differences of opinion between the 
Secretary of State and his advisers in London on the one hand 
and the Colonial Governments on the other as to the merits of the 
scheme, would appear to have sprung largely from different 
constructions of the intentions and probable working of this 
price-fixing machinery. 

The history of the introduction of the agreements and of the 
subsequent hold-up, and the rights and wrongs of the various 
misunderstandings between the Secretary of State, the Colonial 
Governments and the firms, need not here concern us. The latter, 
which arose mainly from an inordinate desire on the part of the 
firms for secrecy regarding the terms of the agreements, con- 
siderably complicated the actual negotiations, but probably 
made little difference to their ultimate outcome. This policy of 
secrecy certainly exacerbated native opinion, and increased 
suspicion of the intentions of the firms. The Commission itself, 
though it has printed the main outline of the agreements, has 
been precluded from publishing either the proportions in which 
the several firms share, or the individual items in the vitally 
important schedule of expenses by which the buying limit is 
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calculated, and at the very point where accurate thinking is most 
necessary has been forced to descend into generalities. 

The limit was to be fixed by a London Committee, and it was 
declared to be “ the intention of the Members that the price to 
be paid to the African for his cocoa shall be based on the full 
current market value! from which only actual out-of-pocket 
expenses and a reasonable allowance to cover overhead charges 
and a reasonable profit shall be deducted.” In practice the 
schedule of expenses includes under direct expenses all such 
local charges as those for port and harbour dues, lighterage, 
handling, bags and containers, as well as brokerage, insurance, 
export duties and an allowance for loss of weight. It includes 
ocean freight, based upon delivery to Hamburg (an over-generous 
allowance for shipments to the United Kingdom). It includes 
under indirect expenses the costs of head-office commission, 
interest, bank commission, coast establishment charges, including 
all commissions other than those deducted from the scale price. 
For Accra these expenses, based on a price of £35 per ton c.i.f. 
Hamburg, amounted in 1937-38 to £7 19s. 8d. A £1 rise or fall 
of price at Hamburg would cause a rise or fall of 17d. in the 
expenses. 

The Commission has felt doubts about the propriety of 
including interest charges based upon the average period of 
actual disposal of cocoa during recent years rather than that 
of the minimum period of possible disposal. The price paid is to 
be based upon current market value; if firms prefer, as in the 
past, to carry stocks in the hope of a rise of price as the season 
proceeds, that may be regarded as a proper charge upon them, 
rather than a deduction from the original price. 

Nor is it at all clear how the coast establishment charges will 
be calculated. The Commission points out that the charges of 
different firms are widely different. It was informed that those 
included in the schedule represented the lowest charges of any 
tirm in 1936-37. The text of the agreement states, moreover, 
that ‘‘ the schedule may be varied from time to time by order of 
the General Committee, so that it shall represent the current cost 
of marketing.”” The Commission was told that it was the intention 
of the firms that account should be taken of any saving effected. 
The allowance for profit made during the first months of working 
was 5s. in the case of Nigeria. In the case of the Gold Coast, in 


1 “ Value ’’ in the Gold Coast Agreement, “ price’’ in the Nigerian. The 
significance, if any, of this difference, is obscure. The words ‘‘ and a reasonable 
profit ’’ appear in the preamble to the agreement, but not in the letter of instruc- 
tions sent to agents on the Gold Coast. 
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order to diminish the antagonism to the scheme, a loss of a little 
over 5s. a ton was incurred. No criterion is suggested by which 
to judge the adequacy or superfluity of this allowance. 

If the basis of calculation of the current world-price were 
wholly above suspicion, and if the calculation of marketing ex- 
penses were conducted according to the declared intentions of 
the firms, it is not clear that the price to be received by the 
original producer would be an unfair one. The ‘“ monopsonistic ”’ 
buying of the firms would result, doubtless, in a reduction of the 
number of competitively employed brokers, and possibly in their 
incomes; there would, it was suggested above, have probably 
been a similar weeding out as a result of competition. If the 
schedule of expenses came to represent the actual expenses involved 
in buying in the most economical way—if all the firms agreed to 
permit one or two of them to buy for the whole and divided the 
profit—the result would be not widely different from the com- 
petitive solution. But where an agreement is temporary (these 
were for four years only, and withdrawal was possible by suf- 
ficient majority at shorter notice), the firms cannot be expected 
to dissolve a large part of their organisation and forfeit the 
possibility of future independent action, and a reader may be 
forgiven for remaining sceptical whether marketing expenses 
could possibly be reduced by voluntary agreement to the level, 
not of the recent competitive struggle, but of the ultimate 
competitive equilibrium. 

The final crux is that of world price. If the world price is 
determined quite independently of the firms exporting from the 
Coast, the merits of the agreements are least debatable. If, on 
the other hand, the firms are in a position to lower world price 
during the season or at particular moments when they are buyers, 
and raise it as the crop is disposed of —if they are in some measure 
monopolists as well as monopsonists—the weights in the scales 
are substantially altered. Moreover, a substantial minority of 
the firms are interested, since they represent manufacturers 
rather than merchants, in the buying price only and not in the 
subsequent selling price. It is not easy to calculate exactly the 
extent of this interest. In 1936 about 22 per cent. of the Gold 
Coast crop was shipped by firms associated with manufacturers, 
and of this about 18 per cent. by firms which subsequently 
operated the agreements (the C.W.S. stood outside them). The 
Report does not disclose whether others have smaller and less 
direct interests in manufacturing through subsidiary or associated 
undertakings. The United Africa Company itself would appear 
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to have no such interests, or at the most interests through asso- 
ciation with the retail grocery trade so remote as to be without 
effective influence on policy. 

The firms ‘‘ have expressly disclaimed any intention of entering 
into agreement as to selling.” Accepting this, the Commission 
has inferred that “‘ a control which cannot be exercised by the 
United Africa Company is certainly beyond the scope of any 
other member of the Buying Agreements,” and, by further 
inference, beyond the power of the agreement firms as a whole, 
and have proceeded to discuss the powers of the United Africa 
Company. The legitimacy of the last inference may perhaps 
reasonably be questioned. It is increasingly agreed among 
theoretical economists that equilibrium in a market in which 
sellers are few is largely a result of the assumptions that each may 
make regarding the others’ probable actions. In a market in 
which the producers of almost two-thirds of the output are 
known to be swayed by the same motives, harmony of action may 
be possible without anything approaching conscious collusion, 
and a semi-monopolistic price may be the outcome. 

The Commission found that market opinion was extremely 
divided regarding the power of the Coast shippers to influence 
price. They were themselves persuaded that the evidence showed 
that the general trend of prices during recent years was not con- 
trolled by the United Africa Company, but they were not prepared 
to agree that, even involuntarily, the selling policy of the 
Company did not affect prices appreciably over shorter periods, 
and that, by inference, the power to modify the course of prices 
favourably to themselves did not exist, even if it were not used. 

Moreover, there are obvious practical difficulties in the way 
of over-frequent changes of the buying limit. The limit was 
ordinarily cabled only once a day, after the close of the New 
York market was known. Nor was a change in price, believed 
to be purely temporary, always reflected immediately and equally 
in a change of limit. Small fluctuations were ironed out, some- 
times to the benefit, sometimes to the loss, of African sellers. 
The Commission has gone out of its way to exonerate the par- 
ticular official of the United Africa Company upon whom the 
day-by-day operation of the scheme has devolved of any con- 
ceivable charge of having exercised his powers with anything 
other than scrupulous rectitude. It goes on to say: 

*“* Provided that the phrase ‘ the full current market value’ 
is interpreted by the General Committee as set forth above, and 
that the determination of the world prices on which the cabled 
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limits are based is left to the unfettered discretion of competent 
and entirely scrupulous persons acting on this interpretation, one 
possible objection to the Buying Agreements falls to the ground. 
It must, however, be most clearly recognised that the proper 
determination of daily prices by this method is by no means a 
matter of mere routine. It requires, especially in times when 
the market is sensitive or moving rapidly, someone with expert 
knowledge, full information, a good judgment and an absolute 
fairness of mind. There must, for example, be no tendency 
whatever, in a period when prices are falling rapidly and the 
Agreement firms’ stocks are piling up to an embarrassing degree 
against their will, to keep the buying price on the low side in the 
belief that the events of the next few hours will justify it. Need- 
less to say, the manceuvre known as the ‘ false drop,’ . . . must be 
a thing of the past.”’ 

It was, doubtless, partly these difficulties, partly political 
considerations, inspired by the very strong African opposition 
which arose from a conviction that the agreements were essentially 
monopolistic, which led the Commission to recommend that the 
Agreements should be finally withdrawn. But obviously mere 
withdrawal will lead nowhere. Here are a small number of firms, 
engaged in a trade which has become unprofitable, able to agree 
to a division of it, accustomed to work together both in earlier 
cocoa agreements and in some cases at least in a variety of agree- 
ments covering other products and trades. The re-establishment 
of destructive competition by fiat is not likely to prove easy. 
The Commission’s own solution is to attempt to reduce the field 
of competitive buying by the creation of cocoa marketing boards, 
designed to market the whole crop, at least so far as delivery to 
the shippers’ up-country stations, and in some cases as far as 
the ports, with powers to engage also in direct export to the 
markets. The boards should employ, it is suggested, under a 
nucleus of expert European supervision, a mainly African staff, 
and take over in respect of selling, some of the functions of existing 
co-operative societies. Whether, from the African point of view, 
the gain in bargaining strength of the consequent monopolistic 
organisation, together with the diminution in purely competitive 
buying, would offset a certain extravagance in staffs and salaries 
which may often be detected in similar bodies, it is not easy to 
judge beforehand. Whether, from the firms’ point of view, the 
reduction in the necessary scope of their buying organisations 
and their increased control over the quantities of their purchases 
(hitherto they have had virtually none save that consequent upon 
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the number of brokers employed) will so reduce overhead costs 
and losses that the motive to reach some understanding is 
eliminated must equally remain a matter of doubt. 
AUSTIN ROBINSON 
Sidney Sussex College, 
Cambridge. 


MEASURES FOR RAISING THE STANDARD OF LIVING 


Mr. HALL’s memorandum ! covers a very wide range. It deals 
with conditions both in the more advanced industrial and agricul- 
tural countries, and in more primitive communities based on 
peasant agriculture. Mr. Hall, indeed, stresses the point that the 
possibilities of an advancing standard of living in the more de- 
veloped countries depend to an increasing extent on what can be 
achieved towards improving the conditions, and therefore the 
demand for industrial commodities, in communities which still 
remain at a relatively primitive stage of economic development. 
Among more advanced countries, he deals especially with the 
economic relationships between countries specialising in the 
production of primary goods and the great industrial exporting 
nations. His general line of approach is to consider the possi- 
bilities of internal development in each type of country in relation 
to the prospects of more liberal commercial relationships between 
them. 

At the outset Mr. Hall urges the necessity for much fuller 
information than is at present available concerning the existing 
deficiencies in consumption, especially as they are related to 
the varying elasticities of demand for different types of product. 
He points out that the demand for foodstuffs cannot be studied 
out of its relationship to other forms of demand, or to the type 
of provision made in each community for other needs, such as 
housing accommodation. The kinds of food required for improving 
standards of nutrition are not independent of the facilities 
possessed by housewives for storing, housing, and cooking food- 

tuffs; mor can the demand for foodstuffs as a whole rise 
appreciably except in connection with an increasing ability to 
purchase other goods and services. In Mr. Hall’s view, “ the 
frustration of the efforts made since the war to rebuild inter- 
national trade is largely due, when political considerations are 
1 League of Nations Economic Committee: Preliminary investigation into 


measures of a national] or international character for raising the standard of 
living. Memorandum prepared by N. F. Hall. League of Nations, pp. 91, 2s. 
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excluded, to lack of precision in the objective that has been sought, 
and to the failure to co-ordinate efforts for international economic 
co-operation with national policies for social and material better- 
ment.” Furthermore, in many countries national policies have 
gone astray by encouraging the production of the wrong types of 
foodstuffs and other goods. Without detailed knowledge about 
the elasticity of demand, “ policy is in danger of tampering with 
a delicate mechanism without the proper tools. In the past, 
many restrictions on imports, subsidies, marketing boards and 
the like have been put into operation without proper regard to 
the elasticity of demand, and to their effect on real income, with 
results that have frequently been unfortunate. It is suggested 
that this has been largely due to the lack of the factual data about 
consumers’ habits without which a reasonably accurate estimate 
of the effects of such policies is impossible. Governments, Mr. 
Hall urges, are liable to pursue wrong policies all the more because 
duties imposed upon commodities for which the demand is 
inelastic yield a more assured revenue than other duties, despite 
the fact that such duties, by raising the prices of the basic 
necessaries of life, necessarily restrict demand for other types of 
goods. All this part of Mr. Hall’s report is in effect a plea for 
much closer study from the strictly economic standpoint of the 
effects upon the pricing system of the protective policies pursued 
by governments in recent years. 

Mr. Hall then passes to a consideration of the general problem 
of increasing production. In this section he stresses primarily 
the need for improving technical knowledge on the part of agri- 
cultural producers, especially in the more backward areas, the 
need for improved capital equipment for agriculture and, most of 
all, the need for improved facilities for local communication, 
storage and marketing. He believes that the marked improve- 
ment in long-distance communication has been unaccompanied 
by any parallel development in local communication within 
smaller areas, although communication of this latter type is of 
vital importance in bringing about the transition from low-grade 
subsistence agriculture to production of a higher technical type. 
Mr. Hall’s view is, that, in the main, the need for increased capital 
equipment and improved local communications can be met with- 
out any extensive importation of foreign capital, though not 
without a relaxation of the existing restrictions on credit trading. 
He points out that, especially in the more backward areas of 
Europe, there are large regions suitable in respect of soil and climate 
for a far higher type of agriculture than is at present being 
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pursued, but that the development of more specialised agricul- 
tural methods depends on the growth of regional marketing 
facilities, and is closely interconnected with the better use of the 
industrial resources which these countries also possess in con- 
siderable abundance. 

In discussing the relationship between agricultural and indus- 
trial countries, Mr. Hall argues that the conditions for development 
now differ materially from those that existed during the nine- 
teenth century, when industrialisation was taking place “ under 
the great stimulus of rapidly increasing local population and of the 
rapid development of new countries.” It is now necessary to seek 
for opportunities of economic progress in intensive rather than in 
extensive development, in view of the disappearance of these 
conditions. He goes on to suggest that “the dynamic stimulus 
needed to start the whole process is likely to be found in a reduction 
in the prices for energy foodstuffs actually charged to the final 
consumers in both agricultural and industrial countries. In 
many cases this can be done without reducing the receipts of 
farmers, as there is great scope for economies in distributing 
foodstuffs of all kinds.”” The more developed countries, he 
argues, should now look for their future prosperity to more 
diversified consumption both at home and abroad, and to the 
strengthening and deepening of the economic systems of the 
agricultural countries. Finally, like Mr. Butler in his recent 
report to the I.L.0., he demands that no obstacles should be put 
in the way of the peoples of more primitive countries purchasing 
their industrial requirements in the cheapest possible markets, as 
any restriction on this freedom is bound to destroy their chances 
of emerging from their primitive inefficiency as producers. 

Mr. Hall has clearly been careful to avoid as far as possible the 
political aspects of his problems without ignoring their existence. 
While he argues that, on economic grounds, it is indispensable to 
remove many of the barriers now standing in the way of inter- 
national trade in order to achieve a higher world standard of 
living, he does not expect that even if the political obstacles were 
removed production for export would occupy as large a place 
as it did under the highly exceptional conditions of the nineteenth 
century. 

G. D. H. Coxe. 
University College, 
Oxford. 
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OBITUARY 


GopFreY Isaac Howarp Luioyp, 1875-1939 


GopFREY LLoyD was born on January 20th, 1875, in Birming- 
ham. Although his parents were neither of them Quakers, there 
was Quaker ancestry on both sides. His father, Howard Lloyd, 
made his career in Lloyds Bank at a period of great expansion, 
and was for about thirty years manager of the Birmingham Bank. 

Lloyd was educated at King Edward VI School, Birmingham, 
and at Trinity College, Cambridge, when he took a First Class in 
the Moral Sciences Tripos in 1896. Four years later he became 
Professor of Economics at Firth College, Sheffield, and remained 
there until he was appointed Associate Professor of Political 
Economy in the University of Toronto in 1909. It was while at 
Toronto that he published an able and comprehensive monograph 
on the small-scale industries of Sheffield, The Cutlery Trades 
(1913). He returned to England in 1915, and worked for the 
remainder of the War in the Ministry of Munitions. From 1920 
till 1935, when he retired from the public service, he was in the 
Department of Overseas Trade, being appointed Director of the 
Trades and Economic Division in 1930. After his retirement he 
spent two years at Geneva acting as a liaison officer in the 
Economic and Financial Section of the League of Nations; and 
here his wide knowledge of the facts of international trade and 
of official sources of information made him a much-valued colla- 
borator in the work of the Section. He died suddenly and quite 
unexpectedly on February 9th, 1939. 

“Cutlery Trades Lloyd,” as he was often called, to distinguish 
him from other economists of the same name, left his mark on the 
teaching of Economics both in Sheffield and Toronto, but especially 
in the latter University, where he was one of a line of distinguished 
economists from this country who have helped to build up its 
deservedly high reputation as a centre of economic studies. 
Professor Gilbert Jackson, himself a holder of the Toronto Chair, 
writes of him: ‘“ Lloyd’s principal academic activity was the 
teaching of advanced economic theory, to which he brought his 
habits of thoroughness and mental integrity; never before had 
the subject been treated on such a plane in Canada. But his 
influence extended far beyond his Lecture Room, and he made 
many close friendships with Canadian leaders of business.” 

During his later years in London, Lloyd was an active and 
keenly interested member of the Council of University College, 
London, and he also became a Governor in 1938 of the newly 
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formed National Institute of Social and Economic Research; 
but the activity which perhaps lay closest to his heart in recent 
times was his work as a member of the National Executive of the 
Youth Hostels Association. Himself perennially young and 
vigorous of mind, he welcomed the contacts with young people 
which this work afforded him, while he brought to it his out- 
standing qualities of sympathy and wise counsel. 

Lloyd’s mind was more critical and analytic than constructive. 
He loved argument, and could employ the Socratic method of 
questioning with disconcerting, and at times with devastating 
effect, but his absolute sincerity and devotion to the truth, 
irrespective of any preconceived ideas, were the mark of a mind 
which possessed a rare degree of integrity. Even the sting of 
being worsted in discussion was robbed of any smart by the smile 
which lit up and transformed every line of his face the moment 
his thoughts relaxed. “Sunshine Lloyd” was Marshall’s 
favourite description of a pupil for whom he had a high regard, 
and it may stand as an apt characterisation of one who was both 
an able economist and a most likeable and attractive personality. 

C. W. GUILLEBAUD 





CuRRENT Topics 


WE announce with much regret the deaths of Professor Ernest 
Mahaim, of whom an obituary will appear in the next issue of 
the Journal, and of Professor Henry Schultz of the University 
of Chicago. Professor Mahaim was one of our two remaining 
correspondents (Mr. Duckworth of New South Wales being the 
other) who had acted as the correspondent of the Society for 
their countries ever since our commencement nearly fifty years 
ago. We deeply regret to have to record that Professor Schultz 
and his family were killed in a motor accident near San Diego 
in California, on November 26th, 1938. 





Proressor K. 8. Istes of University College, Swansea, has 
been appointed to the Chair of Economics in the University of 
Adelaide. Professor Isles is a graduate of the University of 
Tasmania, who subsequently studied at Cambridge, and was 
lecturer in Economics at Edinburgh before his appointment to 
Swansea. 





Tue Agricultural Economics Society has decided to offer two 
annual prizes of £10 and £5 respectively for essays on a subject 
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selected from some recognised field of Agricultural Economics. 
Competitors must be either students at recognised institutions, 
or holders (of not more than four years’ standing) of degrees and/or 
diplomas in agriculture and/or economics. Essays for the current 
year must be sent in by March 31st, 1940. Further details will 
be supplied on request to The Secretary, The Agricultural 
Economics Society, University of Reading, 7, Redlands Road, 
Reading. 





THE Council of the Royal Statistical Society offer a Frances 
Wood Memorial Prize of £30 for an investigation, on statistical 
lines, of any problem affecting the economic or social conditions 
of the people. Essays must be sent by October 31, 1939, to the 
Honorary Secretaries of the Society, 4 Portugal Street, W.C. 2, 
from whom further particulars can be obtained. 





WE have the pleasure of welcoming the first issue of a new 
economic journal entitled the Ways of Economics, published in 
Hebrew at Tel-Aviv, under the editorship of Prof. M. Benensohn, 
as the organ of the Palestinian economists. The aims of the 
Journal are : 


(1) to direct the attention of Palestinian economists to 
the questions that are occupying thought in the world; 

(2) to summarise the results of practical and legislative 
measures taken by different countries in the field of 
economics ; 

(3) to follow the trends of the world’s economic develop- 
ment ; 

(4) to enrich thereby the experience of those leading the 
economic destinies of their country and the new Jewish 
economic literature. 


The first issue begins a series of articles on the present trends 
of economic thought with an article by the editor expounding the 
views of Mr. R. F. Harrod on the Scope and Methods of Economics 
as given in his presidential address to Section F of the British 
Association. 





A NEw world requires new words to describe it, or a wider 
currency of words that have hitherto been rare. The widespread 
extension of doctrines of self-sufficiency has brought back into 
the general vocabulary the concept familiar to the Greeks under 
No. 193.—voL. XLix. N 
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the name of avrdpxea. This is variously transliterated into 
English, sometimes as “ autarchy,” sometimes as “ autarky,” 
more rarely and in an earlier generation as “ autarcie.’”’ May the 
Editors of the Economic JourNatL be allowed to urge that, 
following both the accepted principles of the transliteration of 
Greek words and the recommendation of the Editors of the 
Oxford English Dictionary, the form “autarky”’ be generally 
adopted wherever the meaning is “ self-sufficiency,” and that 
the form “ autarchy ” be reserved, as it should be, for a trans- 
literation of adrapyia in its alternative meanings of “ absolute 
sovereignty” and “self-government”? The latter word, it 
need hardly be said, derives from the same root, dpx7, as “anarchy,” 
* oligarchy,” “‘ monarchy ” or “ dyarchy,” whereas “ autarky ” 
derives from the wholly different root, aapxeiv, and has acquired 
a “ch” only by false analogy. 























RECENT PERIODICALS AND NEW BOOKS 


Economica. 


NovEMBER, 1938. Causes of Changes in Gold Supply: F.W. Paisn. The 
Influx of Labour into the Midlands, 1920-37 : Brintey THomas. Com- 
modity Stocks in the Trade Cycle: L. M. LAcHMANN and F. SNAPPER. 
A Comment on Mr. Kalecki’s ‘* Principle of Increasing Risk”: N.S. 
Bucuanan and R. D. Catkins. A Reply: M. Katecxit. Mr. Hawtrey 
on Short and Long Term Investment : N. Katpor. 


Review of Economic Studies. 


OcroBER, 1938. The Marginal Propensity to Consume and the Multiplier, 
a Statistical Investigation: R. and W. M. Stone. Elasticity of Demand 
and Stabilisation: HELEN Maxower. The Establishment of the Jute 
Industry : A Problem of Location Theory ?: D. CHapmMan. A Note on 
Duopoly: T. KRisTENSEN. A Note on the Multiplier: E. 8. SHaw. 
The Numerical Representation of Ordered Classifications and the Concept 
of Utility: P. A. Samurtson. Theory and Practice in Socialist Eco- 
nomics: A. P. LERNER. Marz and the Trade Cycle: A Reply: H. 
SMITH. 
Oxford Economic Papers. 


No. 1, OcroBer, 1938. The Significance of the Rate of Interest: H. D. 
HENDERSON. Summary of Replies to Questions on Effects of Interest 
Rates : J.E. MEADE and P.W.S.ANDREws. An Index of Real Turnover, 
1919-36 : E. H. PHetps Brown and G. L. 8. SHackite. The Liquidity- 
Preference Schedules of the London Clearing Banks: A. J. Brown. 
Studies in Mobility of Labour: A Tentative Statistical Measure: H. 
MAKOWER, J. MArRSCHAK, and H. W. RosBInson. 


Sociological Review. 

OcToBER, 1938. ‘‘ Kultur” as a Symbol in Peace and War: P. Harroec. 
Childless Marriages: R. R. Kuczynsxi. A Study of Population in 
Ulanga, Tanganyika Territory: A. T. Cuntwick and G. M. CuLwick. 
Liberal Democracy Meets the Class Struggle : J. FEYBLEMAN. A Study in 
the Industrial Career of Secondary School Boys : GERTRUDE WILLIAMS. 
The Social Consequences of Industrial Transference : A Rejoinder to Mr. 
Michael Daly : A. D. K. OWEN. 


JANUARY, 1939. Science and the Social Relations of Industry : P. SAaRGANT 
Fiorence. A Study of Population in Ulanga, Tanganyika Territory : 
A. T. Cuntwick and G. M. Cutwick. The Adoption of Children: 8. C. 
Brown. Three Aspects of Regional Consciousness: F. W. MorGan. 
National Socialism and the Social Sciences: R. J. BAKER. 


Eugenics Review. 
JANUARY, 1939. Intelligence and Family: J. A. Fraser RoBeErts. 
“* Intelligence”” Tests: C. SpearMAN. Latest Revision of the Binet 
Intelligence Tests: C. Burt. Unemployment and Child-bearing: F. 
LAFITTE. 
The Banker. 

NOVEMBER, 1938. Germany after Munich: W.G.J.Knor. The Clearing 
Banks in the Crisis: P. Bargau. The Discount Market's Awakening. 
The Crisis and the Exchange Market: P. Ernzic. The City in 1914 
F.L.Wuuirre. A.R.P.and the Banks : J.GREENHILL. Scottish Banking. 
N2 
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DECEMBER, 1938. Some Theoretical Aspects of Clearings: H. C. F, 
Houteate. Rearmament Finance: The Insurance Outlook: L. T. 
Littte. The Rise and Decline of Dr. Schacht: P. Eryzic. 

JANUARY, 1939. The Share-Pushing Bill. World Banking in 1938. The 
Exchange Account’s New Tactics: P. Erxzic. Should a Banker Teli ? 
M. Mecrau. The Bank of Canada’s New Head Office: C. H. Retry, 
Poland : An Economic and Financial Survey. 

Fesruary, 1939. The Export Credits Guarantee Department: F. H. 
Nrxon. Export Guarantees Abroad: W. W. Syretr. Has Britain 
Inflated ? W. T. C. Kina. The Defence of Sterling: P. Ernzic. Some 
British Economists. 


Lloyds Bank Monthly Review. 
NovemMsBer, 1938. India: Financial and Economic Progress: 8. REEp. 
DECEMBER, 1938. The Strength of Democracy: D. TyERMAN. The 
Anglo-American Trade Agreement : N. CRUMP. 
JANUARY, 1939. Population Trends and Problems: R. F. Harrop. 


Midland Bank Monthly Review. 
SerTeMBER—OcTOBER. (Not published.) 
OcToBER—NoveMBER. The Progress of Official Exchange Funds. 
NOVEMBER-DECEMBER. Quarterly Graphical Survey. 
DeEcEMBER, 1938—JANUARY, 1939. The Pound and the Dollar. 
JANUARY-FeBrRuarRy, 1939. The Strength of a Managed Currency: R. 

McKenna. 
Bank of New South Wales. 

JANUARY, 1939. The Depreciation of Soil Productivity. 


Westminster Bank Review. 


NovEMBER, 1938. The National Debt. 
DECEMBER, 1938. Progress in Popular Welfare. 
JANUARY, 1939. An Eventful Year. 
FEBRUARY, 1939. The Chairman’s Speech. 


Planning. 


No. 135. Research and Industry. 

No. 136. The Control of Rivers. 

No. 137. The African Survey. 

No. 138. What has been done—V. 

No. 139. The Challenge to British Exports. 
No. 140. Labour in Engineering. 

No. 141. The Control of Education. 


New Fabian Research Bureau Quarterly. 


No. 20. Planned Distribution in New Zealand: W.B.Sutcu. A.R.P.: 
R. JEFFERIES. Malnutrition in Ipswich : A.M.N.Princte. Municipal 
Borrowing and the Banks: A CrvizEN. The London Public Library 
Service: An Official Reply. 


International Labour Review. 


DECEMBER, 1938. Public Works as a Factor in Economic Stabilisation. 
Wages Policy and Business Cycles: E.R. WALKER. Labour Legislation 
in Indian States : Rasant Kanta Das. Second International Conference 
on Silicosis ; Long Unemployment in England and Wales. Statistics : 
Employment and Unemployment ; Rents of Workers’ Dwellings. 

JANUARY, 1939. Industrial Fluctuation and Wage Policy: E. LEDERER. 
African Labour Problems : W. BENSON. 

Fesruary, 1939. The Administration of Minimum Wage Laws in the 

—— States: E. M. Jounson. Workers’ Holidays in Belgium: H. 

ANNE. 
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The Canadian Journal of Economics and Political Science. 


NovEMBER, 1938. Basing Point Methods of Price Quoting: J. M. Cuark. 
Canadian Defence Policy: C. P. Stacy. The Canadian Manufacturers’ 
Association: S. D. Crark. Some Aspects of Canadian Statistics of 
Merchandising : H. MarsHatt. Some Notes on the Distributive Trades 
in Canada: L. G. REYNOLDs. 


South African Journal of Economics. 


DrecEMBER, 1938. The Future of the British Commonwealth of Nations : 
1. Race Problems, Strategy, Foreign Policy, and Constitutional Relations : 
‘R. F. A. Horrnit. 2. Economic and Financial Aspects: S. H. 
FRANKEL. Some Aspects of the Finances of the Johannesburg Muni- 
cipality: R. J. Ranpaut. Planning and Control in Agriculture. 
1. Some Comments on Prof. Richards’s ‘‘ Reply”: R. W. ANDERSON. 
2. A Rejoinder : C.S8. Ricnuarps. <A Survey of Commercial Air Transport 
with Special Reference to Europe, 1926-37 : E. D. Wrtss. 


The Economic Record. 


DeceMBER, 1938. The Theory of Interest, II : L.G. MELVILLE. Problems 
of the Commonwealth Grants Commission: J. A. Maxwetu. The Co- 
ordination of Road and Rail Transport in New Zealand: J. W1ILLIAMs. 
Australia’s National Income. I. A Fresh Computation: F. R. E. 
Mavutpon. II. Grumbles and Queries: L. F. Grptry. III. Rejoinder : 
C. CtarK. State Finance in the Post-Depression Period in New Zealand : 
L. W. Hott. The Population Policy of National Socialist Germany: A. 
LopEwycKx. Use and Abuse of the Good Earth: G. L. Woop. 


Quarterly Journal of Economics. 


NovEMBER, 1938. The Expansion Power of the English Banking System : 
L. L. Watkins. Incidence of Federal Social Security Pay Roll Taxes : 
J. K. Hatx. Theory and Practice in Dividend Distribution: N. 8. 
BucHANaNn. Protection and the Historical Situation: Australia: K. L. 
ANDERSON. Determination of Reproduction Cost with Index Numbers : 
C. E. Troxet. The Propensity to Consume: ELIzABETH W. GILBoy. 


The Journal of Political Economy. 


DecEMBER, 1938. JInterrelations of Production, Price and Derived 
Demand: J. L. Mosax. Collective Wage-making in Sweden: P. H. 
NorGREN. The Silver Episode. I]: H.M. Bratrer. False Issues in 
the Interest-Theory Controversy : 2.8.SHaw. The Productivity of Labor : 
Note on Terminology and Method: W. Bowpren. Lippmann’s The Good 
Society: F. H. Kynicur. 

The Review of Economic Statistics. 

NOVEMBER, 1938. An Analysis of Changes in Federal Finances, July, 
1930—June, 1938: D. T. Smitx. Industrial Bond and Preferred Stock 
Refundings, 1933-1937 : J. B. Hupsparp. Savings, Investment and the 
Problem of Neutral Money: W. FEtLNER. Review of the Third Quarter 
of 1938 : W. L. Crum and DorotHy WEsTcorTT. 


Journal of the American Statistical Association. 


DeEcEMBER, 1938. The Misuse of Statistics: J. B. Conen. Interest and 
Dividends in the Balance of International Payments: P. D. Dickens. 
Seasonality in Strikes: D. YODER. Population Estimeies of Local Com- 
munitics: G. J. EBERLE. The Standard Deviation of Sampling for Life 
Expectancy: E. B. Witson. Measures of Changes in Fertility in Ger- 
many: C. and IRENE B. TaEuBeR. A Mechanical Intensity Shading 
Map: R. von Huun. The New System of Population Accounting in the 
Netherlands : H. W. Metuorst. National Income and Capital Forma- 
tion—a Comment: S. Kuznets. A Rejoinder: C. WARBURTON. An 
seemenenet Convention on Stastistics of Wages and Hours: J. W. 

1XON. 
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The American Economic Review. 


DeceMBER, 1938. German Corporation Law of 1937: W. C. KEsstrr. 
Tucker's ‘‘ Reasons”’ for Price Rigidity: R.C. Woop. Public Expendi- 
tures and Taxes: A. G. BurntER. The Use Tax: HENRIETTA C, 
JENNINGS. Gold-Mining Taxation in South Africa: E. WHITTAKER. 
Economics of Rising Security Prices: W.J.E1temMan. Rising Costs and 
Business-Cycle Crisis: R. HrnsHaw. Comparability of Public Debts: 
D. P. Meyers and P. A. Wicks. Foreign-Trade Doctrines of the Physio- 
crats ; A. I, BLOOMFIELD. 


The Annals of the American Academy of Political and Social Science. 


NOVEMBER, 1938. Freedom of Inquiry and Expression. A Collection of 
facts and judgments concerning freedom and suppression of frecdom of all 
forms of intellectual life. 

JANUARY, 1939. Ownership and Regulation of Public Utilities: G. L. 
Witson (Ed.). 

Econometrica. 

JANUARY, 1939. A Misunderstanding in Index-Number Theory : The True 
Koniis Condition on Cost-of-Living Index Numbers and Its Limitations : 
H. Scuuttrz. The Problem of the True Index of the Cost of Living: A. A. 
Kontis. Controlling the Nation’s Business: E. A. RicHarpson. A 
Dynamic Scheme for the British Trade Cycle, 1929-1937 : E,. A. Rapice. 
Periodogram Analysis with the Phase a Chance Variable: E. L. Dopp. 
Full Employment with a Nonhomogeneous Labour Force: H. Smiru. 
Note on Frisch’s Diagonal Regression : C. W. Coss. 


Harvard School of Business Administration. 


Business Research Studies. No. 22. NOVEMBER 1938. Merchandise 
Testing as a Guide to Consumer Buying: Manet T. Grace and N. H. 
BorDEN. 

Wheat Studies (Stanford, California). 

NOVEMBER, 1938. Wheat Futures Prices and Trading at Liverpool since 
1886; H. Worxtne and 8. Hoos. World-wide influences affecting 
wheat prices converge to a peculiar degree in the British market for 
imported wheat. The average price of all wheat imported into the 
United Kingdom seems the most broadly representative of the various 
series. For some purposes Broomhall’s monthly average of spot price 
of “‘good red wheat” are best, for others the average parcels price 
compiled at Stanford, for short-period comparisons, prices of Liverpool 
wheat futures are best. Comparisons among these series show that the 
futures prices do represent the general level of prices of British imported 
wheat. Accompanying tables and charts give a complete record of the 
prices of Liverpool wheat futures monthly and weekly from 1886, for 
five delivery months in each year. A prime objective in the evolution 
of the Liverpool futures contract has been adaptation to the needs for 
hedging wheat in channels of international trade. 

DEcEMBER, 1938. The World Wheat Situation, 1937-38 : A Review of the 
Crop Year: J. 8. Davis. Scarcity continued to mark the crop year 
1937-38; but there was increasing assurance of large wheat crops in 
1938. The course of wheat prices was downward. There was anormal 
harvest in the United States, severe crop damage in Canada and Argentina 
and only mediocre outturns in many other countries; but there were 
large crops in Australia, Rumania, Italy and Soviet Russia. Wheat 
supplies for the world ex-Russia were slightly larger than in 1936-37. 
Net exports of wheat and flour of net-exporting countries totalled only 
553 million bushels. Australian net exports exceeded those of the 
United States; Canadian and Argentine were small; Japan forced her 
flour into Chinese areas and had net exports equivalent to 10 million 
bushels. Germany and Spain had the largest net imports for years. 
Wheat utilization was held down by fairly high wheat prices and by 
government measures. The world carry-over consequently rose to a 

figure equal to the average in the pre-surplus period. 
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JANUARY, 1939. World Wheat Survey and Outlook: HEten C. Farns- 
WORTH and H. WorxkING. Now estimated at 5,080 million bushels, this 
year’s wheat supplies in the world ex-Russia are the largest in history. 
Shipments to Europe through mid-January were the largest for seven 
years. Liverpool prices reached about the same low levels as in 1933-34. 
The principal sustained price changes—downward at Liverpool, upward 
at Chicago—were related to the export subsidy programme of the 
United States. World wheat exports may reach 560 million bushels. 
Among European importers, only Germany has taken steps to build 
heavy ‘‘emergency”’ reserves. There is little prospect of significant 

. price recovery during February—March. 


National Bureau of Economic Research. 
BuLLETIN 71. Hours of Work in American Indusiry : L. WoL~man. 


Journal des Economistes. 


JuLy—OcToBER, 1938. L’évolution fatale des faits ou la nécessité d'une 
discipline: FE. Payven. L’affaire Tchécoslovaque: E. Routanp. Les 
pleins pouvoirs du 7 octobre 1938: E. Rovutanp. Un bel exemple 
d’économie dirigée : V Office national du Blé: E. P. Le cycle de la con- 
joncture en Yougoslavie (1929-1938) : T. J. Markovircu. La production 
sidérurgique mondiale en 1937: E.P. Les échanges commerciaux de la 
Pologne en 1937: C. DE Kyownacki. L’accord financier anglo-alle- 
mand: M.D. Les entrepéts coopératifs en Tchécoslovaquie: Pr. 8. 
BoropaEwsky. Le Commerce du Maroc durant les six premiers mois de 
1938 et de 1937 et les relations commerciales franco-marocaines: E. 
GAUCHERE. Revue de VAcadémie des Sciences morales et politiques 
(du 16 juin au 15 octobre 1938). O. Picnor. 

NOVEMBER—DECEMBER, 1938. Les récentes convulsions sociales en France : 
E. Payen. Les “recherches” de Cournot et leur centenaire: G. H. 
Bousquet. Un_ systéme particulier dorganisation monétaire: la 
République Argentine: J. LisBonNE. Le nouveau franc et la révaluation 
de V’encaisse de la Banque de France: E.G. L’accord commercial anglo- 
américain: E. P. Gdynia, port cotonnier: C. de Kownackt. Le 
rapport général sur les décrets pris en exécution de la loi du 5 octobre 1938 : 
N. Revue de l Académie des Sciences morales et politiques (du 16 octobre au 
15 décembre 1938): O. Picnor. 


Revue d'Economie Politique. 


SEPTEMBER-—OCTOBER, 1938. Quelques observations sur les relations entre la 
vitesse d’accroissement de la production @ or et les mouvements des prix : 
C. Rist. Quelques observations relatives 4 Vinfiuence des variations de la 
production de Vor sur les mouvements de longue durée des prix : L. BAUDIN. 
Les causes des variations dans lV’ offre de Vor : F. W. Patsx. 

NOVEMBER—DECEMBER, 1938. Sur la théorie du profit: A. LANDRY. 
L’Homme économique et l’ Etat économique: T. BRzEskI. Comment se 
pose actuellement la question des étalons de valeur? M. Anstaux. Les 
Les fonds @égalisation des changes et leur action sur les prix et sur 
Vactivité économique : C. Rist. A propos d‘un centenaire : Cournot et la 
théorie des richesses: R. Roy. Le chémage en France de 1930 & 1936: 
M. Lazarp. 


Bulletin de U Institut de Recherches Economiques. 


NOVEMBER, 1938. Crise et réforme du systéme bancaire en Belgique: M. E. 
GaRNSEY. Le volume du commerce extérieur de la Belgique : 8. CAPELLE. 
La Conjoncture économique de la Belgique et du Luxembourg: L.-H. 
DvupRIEz. 

Revue de l'Institut de Sociologie. 

JULY-SEPTEMBER, 1938. La Main-d’wuvre dans les Mines: G. Jac- 
QuEMyns. La Statistique des langues en Belgique: P. M. G. Levy. 
Conflits du Travail et Main- d’euvre coloniale: J. Souter. Syntaxes et 

Rapports sociaux : E. BuyssEns. 
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OcTOBER—DECEMBER, 1938. Mort d’Ernest Mahaim. Le Centenaire de 
la naissance d’Ernest Solvay. L’Art de persuader: N-J. LAMEERE. 
Bibliographie sélectionnée @ ouvrages et articles relatifs d l'art de persuader : 
D. WaARNOTTE. 

Annales Sociologiques. 

1938. Series D. Sociologie économique. Rationalité ou irrationalité des 

mouvements économiques de longue durée : R. MARJOLIN. 


Weekly Report of the German Institute for Business Research. 

No. 45/46. Staple Fibre versus Wool. 

No. 47/48. Industry in Greater Germany. ‘‘ Financial Miracle” and 
** New Plan”: H. Scuacut. The Financing of the German Economic 
Upswing: R. BRINKMANN. 

No. 49/52. Earnings and Costs in German Industry. Formation of Money 
Capital in 1938. 

12TH YEAR, No. 1/2. Changes in the Problems and Possibilities of German 
Forcign Trade. 

No. 3/4. Six Years National-Socialist Hconomy. Capital Investment 
Activity in Germany. Development of Inventories in German Industry. 
Economic Mobilization and Raw Material Problems: R. BRINKMANN. 

No. 5/6. The Labor Problem in 1938 and in 1939. World Self-Sufficiency 
in Foodstuffs. 

Weltwirtschaftliches Archiv. 

NoveMBER, 1938. Zur Konkurrenz und Preisbildung auf vollkommenen 
und unvollkommenen Madrkten: E. Scunerwer. The first part of the 
article is terminological—an attempt to facilitate discussion by sug- 
gesting a consistent and generally acceptable set of definitions for 
** perfect and imperfect markets,” ‘‘ atomistic, oligopolistie and mono- 
polistic competition,” ‘‘free and limited competition,” etc., with a 
synthetic table of the various market combinations appended. The 
second part contains a solution of some neglected problems:in the field 
of duopolistic competition, and a case is demonstrated where an increasing 
number of supply points leads to higher prices. Merkantilistische 
Verkehrspolitik : S. HELANDER. The author seeks to show the close 
connection between mercantilist policy and improvement of transport 
systems, and that this latter was inherent in mercantilist ideology. 
Certain parallels with present transport improvement schemes are 
pointed out, but at the same time differences in the underlying ideology. 
In the studies both of ‘‘ mercantilism”’ and of ‘ neo-mercantilism” 
examples are frequently drawn from English transport policy, and the 
Navigation Act is extensively considered. Das Problem einer Wechsel- 
wirkung zwischen Bevélkerungs- und Wirtschaftsentwicklung : A. Léscu. 
The author provides new evidence to support his view, expressed in 
books and previous articles, that fluctuations in the rate of increase of 
population are causative factors of economic activity and that there can 
be no question of the opposite causation, or even of mutual causation. 
Die Wandlungen der auslandischen Kapitalanlagen auf dem Balkan: M. 
LameR. The author analyses the movement of foreign capital into the 
countries of South-Eastern Europe, from the beginnings of their 
capitalistic development down to the present day (Autumn, 1938). The 
available statistical information is incomplete, but all that exists is 
collected in this article of 55 pages. Yugo-Slavia, the author’s own 
country, is most extensively dealt with. A long bibliography—both 
general and for individual countries—is attached. This issue also con- 
tains three ‘‘ Reports,” the first a statistical survey by a member of the 
Kiel Institute of the Czecho-Slovak textile industries (with a section on 
the economic problems of the accession of the Sudeten German textile 
industries to Germany); the second by a lecturer of the Innsbruck High 
School of Forestry on European forest-culture problems (with a section 
on England—afcrestation is considered by the author as an urgent neces- 
sity for this country), the third by Professor Nourse on the work of the 

Institute of Economics of the Brookings Institution in Washington, D.C. 
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JaNuARY, 1939. Vom Werturteilsstreit zur politischen Theorie: G. 
WerPrPERT. An article of 100 pages, more philosophical than economic 
in character. The main purpose is to refute the arguments used against 
value judgments by social scientists. These arguments are held to be 
based on a false analogy with natural sciences which neglects the different 
method of research ‘‘ by understanding” used in social research. 
Héchstpreispolitik als Problem der theoretischen Nationalékonomie: E. 
Kune. The expedient of “ effective”” maximum prices, i.e., prices fixed 
below the market prices, is shown to be appropriate for unreproducible 
goods, e.g., in the abnormal conditions of a blockade. The problems of 
output regulation and distribution arising where the commodity can be 
freely reproduced, are brought in relation with the elasticities of supply 
and demand for the commodity concerned. Das Theorem der kom- 
parativen Kosten und die Theorie des internationalen Handels;: H. 
WisnuHOLDs. The author holds that the supporters of the theory of 
comparative costs have all failed, in their formulations to restate it in 
terms of prices, as distinct from labour costs. They had to make the 
unreal assumption of different prices for the same goods traded inter- 
nationally. Remedying this by assuming uniform world market prices, 
the author restates the theory in such a way that it becomes immediately 
app'icable to interregional trade and national division of labour.—There 
are also four ‘‘ Reports,” one on the future tasks of Town and Country 
Planning in Germany, and three by members of the Kiel Institute, on 
the motor-car market in Poland (with special reference to opportunities 
for German exports), and on the textile industries of Turkey and of 
Denmark respectively. 


Jahrbiicher fiir Nationalékonomie und Statistik. 


NovEMBER, 1938. Zum Problem der Wirtschaftsordnung: K. Var- 
vaREssos. The editors explain, in an introductory note, that this 
publication of a lecture given by the Vice-Governor of the Bank of 
Greece to the Greek Academy of Science is intended to show that even 
in a country “‘ with such a strong will to liberty ” as Greece the necessity 
for authoritarian leadership is increasingly recognised.—In fact, the 
article contains little more than an exposition of the well-known short- 
comings of free competition, a rejection of communism as an impractic- 
able alternative, and the recommendation of a ‘‘ middle way ” with sub- 
ordination of private property rights to the claims of the State, social 
and economic leadership by the State, and a tendency towards autarky. 
Die direkte Auslandsinvestierung: E. LizrMaANN Ket. By direct 
foreign investment the author understands the acquisition or erection of 
productive plants abroad—as distinguished from foreign lending. The 
motives (e.g., international cartell agreements), forms and technique are 
described and the effects upon capital markets, foreign trade, and home 
markets in the debtor and creditor countries are analysed. The general 
argument is frequently illustrated by concrete examples. Zur Geschichte 
des Wortes Wirtschaft: H. L. SrotrensBere. Staatliche Finanzkraft 
und wirtschaftliche Wohlfahrt: F.TerHaute. The author urges strongly 
that there is, in tax capacity, a limit to beneficial State expenditure, and 
that ‘‘ buoyancy of revenue’? may conceal capital consumption. The 
income-sensitiveness of individual taxes is discussed, and it is stressed 
that provision must be made for a threatening rise in the rates of interest 
when the replacement demand of private investment can no longer be 
kept down. It is particularly stressed that the present low rate of 
interest on State securities is not ‘‘ effective.” 

DecemBer, 1938. Das Eigentum: H. Ritscut. Opening with a dis- 
cussion of the various sociological and historical theories of origin and 
function of property, in the second part the author tries to give a 
“justification of private property from the essential nature of society 
itself,” but his discussion with communism is mainly conducted by 
invectives. In the end, he approves unequal incomes, inheritance, and 
private property except that of urban tenements and urban land. Das 

Brechungsgesetz des Verkehrs: H.STacKELBERG. A mathematical treat- 
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ment of a general econometric problem of a demarcation of economic 
‘* watersheds,”’ points where the spheres of influence of different markets, 
firms, etc., touch. It is the same problem which has, in a more specific 
form attracted some attention as ‘‘ Hotelling’s problem.” Bericht iiber 
den Vierjahresplan: G. MaAcKENROTH. A very interesting article, 
mainly descriptive, in which the author refrains from drawing con- 
clusions. The measures for increasing the supply in Germany of textile 
substitute materials, fuel, artificial rubber, and iron ore are described 
in most detail. Asecond part deals with the financing of production and 
gives concrete details of the capital structure of the new works erected. 
He gives the following as the main sources of finance: Self-financing 
30 per cent., public subsidies 12 per cent., bank credit 8 per cent., capital 
market 50 percent. Finally, the author refutes the view that Germany 
‘‘is voluntarily impoverishing itself” by referring to the pre-war United 
States protectionism. 

JANUARY, 1939. Das Komplementaritdtsprinzip: E. Scnorer. The 
author starts from the observation that the fact of complementarity of 
goods has been described but not explained by the economists dealing 
with it (he selects Pareto and Zwiedineck-Siidenhorst). The explanation 
leads to the formulation of the paradox that complementarity is based 
on ‘‘contradiction’’ of qualities of different goods. This peculiar version 
of ‘‘ dialectics” is then applied for an interpretation of trade-cycle 
phenomena and of the relations between industry and commerce. 
Uber Wesen und Bedeutung des Politischen in der Wirtschaftswissenschaft : 
W. Vueucets. A review article of a book by E. H. Vogel in which the 
author had demanded that an end be made of the substitution of political 
phraseology for real economic research. Die Subventionen in national- 
6konomischer Beleuchtung: E. Kittna. A comprehensive theoretical 
analysis of the effects—upon employment, prices and real incomes—of 
public subsidies, of production or export. Subsidies for necessities of 
life, mass luxuries, luxury goods and capital goods are separately dealt 
with. The trend of the article is to doubt the soundness of a policy of 
subsidies; but the disturbances arising from a withdrawal of subsidies 
are also considered in a separate section. Der englisch-amerikanische 
Handelsvertrag vom 17.11.1938: G. ALBRECHT. The author does not 
try to minimise the importance of the Anglo-American Trade Pact. He 
even welcomes it on general grounds as ‘‘ a broad breach in the wall of 
obstacles to foreign trade,”’ although he is apprehensive of the effects on 
German exports, as a result of Germany not enjoying ‘‘ most favoured 
nation ”’ treatment from the United States. 

FEBRUARY, 1939. Inflation und Deflation—Scylla und Charibdis: RB. 
WitBRANpDT. A description of the various ways in which purchasing 
power can either overshoot productive capacity (inflation) or fall below 
it (deflation). The section on inflation contains many illustrations from 
the German inflation of 1919-1923 and a discussion of the views expressed 
by Mr. Keynes in the ‘ Treatise” on the increase in real wealth by 
inflation. As for deflation, it is pointed out that the dangerous conse- 
quences have increased with the increasing rigidity of prices; the down- 
swing of the trade cycle is described as a ‘‘spontaneous deflation.” 
Finally, the author criticizes—apparently without knowledge of Mr. 
Keynes’ General Theory—‘ Says’s Law ”’ and shows that the theories 
of money and of effective demand are inseparable. Die biologisch- 
demographische Lage und die Weltgeltung Westeuropas: KR. UNGERN- 
STERNBERG. Dealing with recent changes in expectation of life, birth 
rates, emigration, quality of population, and suicide rates, it is shown 
how Western Europe is in danger of becoming a ‘‘ demographic vacuum.” 
Der Mittellandknaal der Schritt zur Einheit der deutschen Binnenschiffahrt : 
A.Scumirr. The last link in the West-East chain of German waterways 
—connecting the Ruhr industry with Berlin and the Baltic ports of Eastern 
Germany beyond—has recently been completed. The author gives a 
retrospective history of this big waterway, and describes the present 
system of dues and administration. One learns that the German Rail- 

ways are engaged in a regular traffic war with the new waterways by 
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a system of tariff discrimination (the author demands its abolition). He 
also tries to allay the fears expressed in the Silesian coal field that the 
new canal will worsen their relative competitive position against the 
Ruhr coal.—There is also a purely factual report on the British National 
Defence Contribution. 


Zeitschrift fiir Nationalékonomie. 


DECEMBER, 1938. The names of Professors Bertil Ohlin and F. H. Knight 


are no longer included among the Editorial Board. Zur Geld-wnd Kon- 
junkturtheorie von Professor Keynes: E. Drun. A criticism of the 
“fundamental equations’? of Mr. Keynes’ Treatise as tautological, 
trivial and meaningless. The article is strongly polemical in language. 
Die wirtschaftlichen Wirkungen des technischen Fortschritts : U. Le¥FFson. 
The effects of technical progress are analysed separately for free com- 
petition, imperfect competition and monopoly. The different rate of 
introduction of new machinery, for these three conditions, is worked out. 
The view that rationalisation leads to social losses (through premature 
screpping of equipment) is critically examined and shown to be much less 
valid than commonly thought. The article is to be continued in the 
next issue of the Zeitschrift. Gestaltung der Wirtschaft bet Verdnderungen : 
F. Vatina. An attempt to embody time, changes in data and anticipa- 
tions in a more satisfactory way in the Marshalilian equilibrium analysis. 
The author thinks that too much measurement and vigorous schematic 
analysis has been used in a field which defies all such concepts. Der 
gerechte Preis in wirtschaftsgeschichtlicher, soziologischer und sozial- 
politischer Betrachtung: P. Struve. A review article of a (German) 
book by Kaulla on “State, Corporations and the Fair Price.” The 
review broadens to a philosophic discussion of Fairness. Die Moskauer 
Nachschrift der Vorlesungen von Adam Smith: G. Sacke. A note on 
Desnickij, a Russian student of Adam Smith in Glasgow and later 
professor of Moscow University. Quotations from his writing show a 
surprising similarity with the notes of Adam Smith’s lectures as com- 
municated by Professor Scott. The author concludes that Desnickij 
brought a copy of the lecture notes to Moscow and that this is the one 
which Professor Alekseev of Leningrad has mentioned (cf. the appendix 
in Professor Scott’s recent book) as destroyed by the big Moscow fire 
of 1812. 


De Economist. 


NOVEMBER, 1938. Vernieuwing van concessies en erfpacht ten behoeve van 


landbouwondernemingen in Nederlandsch Oost-Indié: A. A. Ter Laac. 
In Dutch East Indies land concessions, originally granted for a period 
of seventy-five years, are about to expire. In connection with the 
question of the renewal of these tenancies, the writer discusses the whole 
question of land tenure in such cases, with reference to the sharing of 
risk between the authority and the tenant, security of tenure, the 
question of improvements, etc. In particular the problem of preventing 
deterioration and neglect towards the end of a lease is emphasised. 
Ontstaan en problemen van het volkscredietwezen in Nederland, II: Tu. A 
Frum. The second article on the subject, giving a survey of the popular 
banks and methods of providing small-scale advances in Holland. The 
extent of business transacted is discussed. Such provision is not merely 
justified; it is necessary; but it should be removed from the sphere of 
philanthropy and entrusted to the expert. The various institutions 
should not be self-sufficient; there should be concentration. Questions 
of organisation are considered; and the separate aspects of credit for 
small shopkeepers, etc. (in distinction to credit for consumptive purposes) 
are discussed. De Rotterdamsche Wisselbank, 1635-1812, II: Z. W. 
a. The second instalment of the history of the Rottendam 
ank. 


DECEMBER, 1938. Sparen en invisiteeren: J. W. F. Stietinc. A dis- 


cussion of saving and investment. There may be cases where a part of 
income is kept back in money, leading to a fall of prices and reduction 
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of employment. Stagnation brings further stagnation; investment 
when resumed may be on a lower level. It is possible, by ‘“‘ forced 
saving,” for society to invest first and save afterwards. In discussing 
whether the depression will pass away, three factors operative in the 
past are considered: (a) technical improvements; (6) increase of 
population; (c) continual opening of new markets. The prospect of 
revived investment is not encouraging. There will probably be an 
absence of openings for new investment, but saving goes on. The 
solution lies in the direction of raising the standard of life. Saving 
without investment leads to the dislocation of the whole economic life. 
Further, investment should be through genuine and not “ forced 
savings.” Bevordering van het international ruilverkeet : H. J. Rometsn, 
Restoration of economic peace calls for (i) a stable standard for inter- 
national trade; (ii) removal of trade barriers, as in high tariffs, etc. On 
the second point the article emphasises the difficulties of an international 
conference. It is necessary to find a basis which will remove the fear 
that the various countries will be called upon to make unequal sacrifices, 
to meet this, suggestions are made on the lines of trust practice, where 
an inefficient firm is closed down, receiving compensation from others. 
De Rotterdamsche Wisselbank 1635-1812, 1II: Z. W. SNELLER. The 
third instalment of the history of the Rotterdam Bank. 


Giornale degli Economisti. 


Avuaust, 1938. Perché sorge il problema dell’autarchia econoniica: G. U. 
Pari. The writer contends that debtor countries such as Italy and 
Germany have been driven into autarkic measures by the economic 
nationalism of the economically stronger and richer nations. Only a 
wide development of international trade, led and encouraged by the 
latter, can lead to peace and general prosperity. 1 costo dell’autarchia 
e le sue relazioni con il commercio con Vestero: L. FEDERICI. A plea for 
the adoption by Italy of subsidies for exports financed by levies on 
industrial profits, as in Germany, as a means of shifting part of the 
burden of autarky from the shoulders of commerce on which it at present 
chiefly falls. L’oro “ sterilizzato”’ e la reflazione (a proposito dei nuovi 
provecdimenti degli Stati Uniti: A. CaBiaTi1. A vigorous criticism of the 
American policy of the sterilisation of gold. The author concludes: 
‘*The sterilisation of gold, operated in the countries importing it, has 
removed the possibility of the adjustment of international exchanges 
and hence has destroyed the essential function of the metal, which was 
to make prices international by equalising them; and thereby it has 
rendered inoperative the basis of international trade, #.e., the play of 
comparative costs.” 

SEPTEMBER, 1938. Tpologia ed entita probabili dei costi autarchi in Italia: 
By Demartia. A distinction is drawn between the costs incurred during 
the period when an economic system is being adjusted to an autarkic 
basis, and the permanent costs of maintaining a condition of autarky. 
An analysis is then made of both types of cost. L’autarchia e il problema 
della valuta: E. D’AuBerco. A discussion of autarky with special 
reference to its effects on foreign trade. Se il sacrificio del contribuente 
sia maggiore 0 minore con un’ imposta diretta o di consumo: U. Ricci. A 
criticism of a dictum of Pantaleoni according to which, in pure theory, 
it is a matter of indifference to a taxpayer from whom a given amount 
of money is taken, in what form the taxation is imposed. Postille al 
‘‘risparmio e consumo”: A. GAMBINO. A reply to a criticism by 
Professor Pagni of an earlier article by the author in the Giornale. 
Economia ed economisti di Puglia: L’arte statistica dell’Abate Cag- 
nazzi: G. C. Domiro. 

OcToBER, 1938. In memoria di J. B. Clark: A. Lanzmuo. A short 
appreciation of the work of the late Professor J. B. Clark. Sullo studio 
delle distribuzioni statistiche nella dinamica economica: 8S. VIANELLI. A 
study of certain technical methods (frequency curves, etc.) for the 

measurement and observation of economic phenomena. La parteci- 























1939] RECENT PERIODICALS AND NEW BOOKS 189 


pazione delle regioni d'Italia alla guerra d’ Africa: G. TAGLIACARNE. 
Some interesting statistical tables and other data showing the regional 
distribution of those serving in the Abyssinian war, of killed and 
wounded, of military decorations, ete. Di una proprieta della media 
geometrica. M. DE VERGOTTINI. 

NovEMBER—DECEMBER, 1938. <Avviso ai collaboratori e agli abbonati. The 
owners and directors of the Giornale degli Economisti announce that the 
Journal wiil cease publication in future, as it is to be merged with this 
Annali di Economia of the Université Bocconi. JI traffici dell’Italia con 
Vestero nel 1929 e nel 1937: L. LentI. A detailed comparative analysis 
of Italian foreign trade figures for 1929 and 1937. Ciclo e svolgimento 
dinamico: U. Forsano. An interesting contribution to trade cycle 
theory, taking into account the theories put forward by Keynes, Harrod, 
Robertson, etc., but also developed along independent lines. Osser- 
vazioni sulla frequenza dei parti multipli: P. Barri. 

Indice Cinquantenale. Parte Prima. Indice alfabetico per autori degli 
articoli ed altri contributi originali. The first part of an index covering 
the whole period during which the Giornale degli Economisti has existed. 
This part consists of an alphabetical list of the authors of articles and 
original contributions, together with a short synopsis of each article. 

Rivista Italiana di Scienze Economiche. 

JuNE, 1938. La politica agraria in Germania e negli Stati Uniti: A. 
SeERPIERI. A review article dealing with two recent Italian books on 
agricultural policy, one concerned with Germany and the other with 
the United States. Motivi dell’ordinamento autarchico dell’economia. 
An explanation of the economic and sociological factors which have led 
to the fascist attitude towards the economic system. La produzione e il 
commercio delle banane nel mondo e in Italia: P.G.TREvEsS. Statistical 
charts and tables, with commentary matter, relating to Italian and 
world trade in, and production and consumption of, bananas. L’annata 
industriale (II semestri 1937): L. Marzano. A continuation of the 
series of articles published in the Rivista, setting out foreach of the main 
industries the number of applications for licences to extend, or put up 
new, plant. Unlike some of the earlier articles in this series, no mention 
is made of the number of applications rejected. 

Juty, 1938. La ricostruzione economica della Polonia: O. L. D’Ovipio. 
An account of the new plan for the economic reconstruction of Poland, 
which was inaugurated in 1937. Panigavola mercante spenditore sforzesco 
dia luce di nuovi documenti: G. Barsizrt. Some new light on a 
Milanese merchant family which was prominent in the 15th and 16th 
centuries. Aspetti dell’organizzazione economico-corporativa in A.O.I. 
durante la preparazione dell’impresa etiopica: F. Vatort. An 
account of the preparatory work of organisation in Eritrea in 1935, 
in anticipation of the Italian campaign in Abyssinia. Lo Stato Ponti- 
ficio e Vimpresa di Suez: R. LeFevre. A lengthy article describing the 
interest taken by the Papal State in the construction of the Suez Canal. 

AucusT, 1938. Appunti di logica e puntate polemiche a proposito della 

Economia pura: R. Bentnt. A reply to criticisms by Professor Fovel 

of a recent book published by Professor Benini, entitled Lezioni di 

Economia politica. Il sistema della liberta economica nella realtd. M. 

ALBERTI. It is contended that the system of economic freedom, which 

originated in England and had its greatest development there, was in 

reality an attempt by the dominant interests in that country to exploit 
the weaker elements there and the weaker elements in the rest of the 
world. In the long run the system proved to be self-destructive and led 
to strong reactions both internally and externally. These are then 
discussed. Inconvenienti del protezionismo finanziario: P. LEONARDO. 

A plea for the urgency of a reform in the Italian financial system to get 

rid of the abuses of protection in its various forms. Lo Stato Pontificio 

e Vimpresa di Suez: R. Lerervre. A continuation of the article in 

the preceding number of the Rivista dealing with the “ye State and 

the Suez Canal. 
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SEPTEMBER, 1918. La riforma dell’enfiteusi nel progetto di Codice Civile : 
D. Srwoncetii. The draft of the new Civil Code contains provisions 
for the reform of long term land leases. Considerazioni economiche sulla 
coltura del pioppo in Golena di Po: F. Recerant. An account of the 
growing of poplar trees on the mud banks of the Po. Politica agraria 
inglese: la protezione doganale: M. Zanewui. A description and 
criticism of the British measures adopted for the protection of 

P agriculture. 


Rivista di Storia Economica. 


SEPTEMBER, 1938. Jl contenuto essenziale della teoria del valore di Ricardo: 
M. Lamperti. Ricardo’s theory of value is wrongly regarded as a cost 
of production theory having the peculiarity of labour being considered 
to the sole element of cost. It was in reality based on a complex 
conception of the relations between commodities. It is the quantity, 
not the value, of the labour embodied in commodities, which is the basis 
of ‘‘ positive value,” and this quantum is not understood in the sense of 
sacrifice, but ‘‘as an abstraction which represents, so to speak, the 
average productivity of the community, around which are graduated the 
various types of efiective labour.” La teoria obiettiva del valore e la 
scuola di Carey: F. OPPENHEIMER. A critical discussion of the value 
theories of Carey and Diihring, together with a statement of his own 
theory of the determination of the natural or static price on the basis of 
the concept of the cost of reproduction. Un pioniere “ forestiero” del 
risorgimento meridionale: V. Riccnion1. An account of the life and 
work of a Frenchman, Pierre Ravanas, who introduced great improve- 
ments into the manufacture, etc., of olive oil in Puglia in the 19th 
century. L’ufficio delle premesse teoriche nell’indagine storica, con 
alcune riflessioni sulle cause della decadenza della Spagua: L. Erxavpi. 
A review article dealing with a number of books on the history of mone- 
tary systems and of prices. It is suggested that the decline of Spain in 
the 16th century may have been largely due to the centralising tendencies 
of the Spanish monarchy and the resulting destruction of local self- 
government. 

DECEMBER, 1938. Il podere famigliare nell’Alto Adige da Maria Teresa 
ad oggi: G. LoRENzONI. A study of farms in what was formerly the 
Austrian Tyrol, leads to the conclusion that the institution of the 

. **closed Hof,” or farm preserved intact in the same family by law or 

custom, has been the basis of social stability and agricultural progress. 

L’unita del podere e la storia catastale delle famiglie: L. Ernaupt. Pro- 

fessor Einaudi, discussing agricultural conditions in the Piedmont 

mountains, comes independently to opposite conclusions to those of 

Dr. Lorenzoni; he stresses the danger of restrictions imposed by law 

on the break-up of farms and on the freedom of disposal of land. Ina 

foreword he suggests that, properly regarded, the two theses are recon- 
cilable. 


Index. 
DECEMBER, 1938. Economic Survey, 15th September—15th December, 1938. 


Revista de Ciencias Econémicas (Buenos Aires). 


SEPTEMBER, 1938. Funciones interpolares: S. E.Trucco. La economa 
dirigida y el problema de los cambios: E.Cuaves. El azicar. Estudio 
histérico, econédmicc, geogradfico. G. Simin. Ciclo econdmico de las 
crisis: G. A. P. Harpy. 

OctToBER, 1938. La enseranza de la Politica Econémica: L. M. Moreno 

Quintana. Légica y Matematica: J. Pascatt. Algunos antecedentes 

y aspectos de los ferrocarriles argentinos: T. S. DE Bustamante. La 

Reforma del Cédigo de Comercio: J.S. Castro. La lesidn de los intcreses 

generales y particulares: J.S. Vipeta. Soluciones diplomdticas de los 

conflictos internacionales : C.B.SHaw. Logica y Matematica: E. A. DE 

CESARE. 
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Indian Journal of Economics. 


Juty, 1938. National Income: The Next Step in India: D. G. Karve. 
The Size of Cotton Mills in India: N.S. R. Sastry. Social Insurance : 
R. D. Trwart. Bilateralism and Indian Trade and Bilateral Treaties : 
R. K. Mapan. Termination of Company Railway Contracts: M. 
RiaAzUDDIN AHMAD. Crop-Reporting in India: 8S. K. BEpeEKar. 
Seasonal Variations in Cost of Living: 8. R. Bose. India’s Problem of 
Unemployment seen through a new opportunity : Aviation as a Career to 
the Educated Unemployed: A Ten-Year Plan—A. Naver. Indian 
Sugar Industry and Its Present Problems: 8S. P. Saksena. Prosperity 
.and Depression : B. K. Sarxar. 


Kyoto University Economic Review. 

OcToBER, 1938. Der Absolute Staat: 8. Saxupa. A Survey of Economic 
Thought in the Closing Days of the Tokugawa Period: E. Honso. The 
Objects of Educational Work Carried on as an Industrial Programme : 1. 
OrsuKA. Capital and the Subsistence-Fund : K,. SurBatva. 





NEW BOOKS 
British. 


Appison (Lorp). A Policy for British Agriculture. London : 
Gollancz, 1939. 73”. Pp. 304. 7s. 6d. 


[To be reviewed. ] 


ArnpT (E. H. D.). Safeguarding the Investor. Pretoria. Uni- 
versity Publications Committee, 1938. 9)”. Pp. 37. 2s. 


[In this study—an elaboration of his Presidential Address before the Economic 
Society of South Africa—Professor Arndt first examines the history of companies 
and company law in the Union and discusses the history of certain firms and 
groups and then studies the workings of the Johannesburg Stock Exchange. 
‘The trend throughout the world is for Governments to step in in order to safe- 
guard public interest. In South Africa, however, onions and potatoes are con- 
sidered more important than securities. The marketing of agricultural products 
has been subjected to most minute regulation and control, but every argument 
in favour thereof is equally applicable to the marketing of securities.’’] 


Baut (J. C.). The Oilseed Trade of India. Bombay: New Book 
Company, 1938. 94”. Pp. xv + 314. 30s. 

[This provides a detailed and informative statistical study of the Indian oil- 
seed trade. The author is First Instructor in Government commercial classes 
— Bombay, and a graduate and for sometime lecturer of Sydenham College, 

ombay. } 


BERNAL (J. D.). The Social Function of Science. What Science 
does; what science could do. London: George Routledge, 1939. 
83”. Pp. xvi + 482. 12s. 6d. 


[To be reviewed. ] 


Bow.ey (A. L.) and Stamp (J.). Three Studies on the National 
Income. London: London School of Economics, 1938. 83”. Pp. 
59. 6s. 

[The three studies here reprinted in the Series of Reprints of Scarce Works 
on Political Economy are (1) ‘‘ The Division of the Product of Industry,’’ pub- 
lished 1919; (2) ‘‘ The Change in the Distribution of the National Income, 1880- 
1913,”’ published 1920; (3) ‘‘ The National Income, 1924,” published 1927.] 
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Brown (F.) (Ed.). Statistical Year-Book of the World Power 
Conference, No. 3. Data on Resources and Annual Statistics for 1935 
and 1936. London: Central Office of the World Power Conference, 
1938. 11”. Pp. 138. 20s. 

[The present issue of this year-book gives the data on resources and annual 
statistics for 1935 and 1936. The issue of 1933 and 1934 was reviewed in the 
Economic JouRNAL of March 1937 by Mr. R. G. D. Allen. The high standards 
of accuracy and the clarity of tabulation on which the reviewer then commented 
are admirably maintained. ] 


Campion (H.). Public and Private Property in Great Britain. 
London: Oxford University Press, 1939. 8}”. Pp. xvii + 138. 
8s. 6d. 


[To be reviewed. } 


CHAND (G.). The Need for a New Outlook in Economics. Patna, 
1939. 93”. Pp. 47. 

[In this Presidential Address to the All-Indian Economic Conference, the 
author begins by showing how impossible is a completely neutral economics, 
wholly bereft of any imported ‘‘ value judgments,’’ and goes on to consider the 
political assumptions which should underlie economic judgments in the present 
circumstances of India.] 


CiaRK (G. N.). Guide to English Commercial Statistics, 1696- 
1782. London: Royal Historical Society, 1938. 9”. Pp. xvi + 
211. 7s. 6d. 


[Reviewed in Economic History. ] 


Coun (H.) (Ed.). Palnews. Economic Annual of Palestine. 
Vol. IV. Tel-Aviv: Palestine News Service, 1938. 93”. Pp. 234. 


[A useful source of facts and statistics relating to Palestine. | 


Contemporary New Zealand. A Survey of Domestic and Foreign 
Policy. New Zealand Institute of International Affairs (Oxford Uni- 
versity Press), 1938. 843”. Pp. vii + 276. 10s. 6d. 


| Reviewed in this issue. ] 


Coon (H.). Money to Burn. London: Longmans, Green, 1938. 
8)”. Pp. 352. 15s. 

[This is a somewhat journalistic (but not on that account less interesting) 
description of the character and operations of some of the great educational and 
similar trusts of the United States, and of the personalities engaged in their 
administration. The author is much concerned over the problem—long 
familiar in older countries, but apparently new to the United States—of the legal 
obstacles to any modification of the use of endowments which have outlived their 
original purpose. } 


Community in Britain. Community Service Committee, 1938. 
7”. Pp. 200. 2s. 

[ This little book consists of a number of essays, based mainly on addresses given 
at Conferences in Bath and London, by persons themselves actively engaged in 
running communities or settlements of one sort or another. Economists will 
study it with profit, not only because, as Prof. J. W. Scott’s essay shows, the 
economics of a small community may be extremely interesting, but also to 
remind themselves that in a world of increasing complexity and uncertainty, the 
motives of security and service are often at least as powerful as that of desire for 
possible increases of wealth. ] 
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Corn Trade News. Golden Jubilee. 1888-1938. Liverpool : 
Northern Publishing Co., 1938. 12”. Pp. 112. 7s. 6d. 

[A souvenir of the jubélee of the Corn Trade News, which at the same time 
serves in part to commemorate Mr. George Broomhall, whose obituary appeared 
in the Economic JourNAL of September 1938. This volume brings together 
a great deal of information with regard to the trade, such as outputs of different 
areas, types of wheat grown, storage facilities and methods of transport. It 
contains also a chronology of all major events in the trade since 1889.] 


CroucHLEyY (A. E.). The Economic Development of Modern 
Egypt. London: Longmans, Green, 1938. 7”. Pp. vi-+ 286. 
7s. 6d. 

[This is in the nature of a textbook. Its first chapter deals with Egypt before 
1800, and includes sections on general economic development, and on the economic 
effect of the French invasion. One of the subsequent chapters is devoted to the 
subject of dams and barrages (1880-1914). The post-war years are only given 
short consideration, the text consisting largely of figures. There is a bibliography 
which includes 143 publications. ] 


Crum (W. L.) and Parton (A. C.). Introduction to Economic 
Statistics. London. McGraw-Hill Publishing Co., 1938. 9”. Pp. 
xi + 423. 24s. 


[Reviewed in this issue. ] 


Davis (J. M.). The Economic and Social Environment of the 
Younger Churches. Calcutta: Baptist Mission Press, 1938. 84”. Pp. 
211. 


[This study by the Secretary of the Department of Social and Industrial 
Research of the International Missionary Council, though primarily designed to 
examine the economic and social obstacles which hinder missionary work, 
inevitably contains much material of general application in the countries— 
mainly those of Asia and Africa—with which it is concerned. In addition, it 
describes many interesting economic experiments carried out by missionary 
societies. ] 


Dickinson (H. W.). A Short History of the Steam Engine. 
London: Cambridge University Press, 1939. 93”. Pp. xvi + 255. 
15s. 

[To be reviewed. ] 


Donap (P. G.). The Paralysis of Trade. An examination of the 
defects of our industrial structure. London: Allen & Unwin, 1939. 
7". Pp. 254. 7s. 6d. 


[To be reviewed. ] 


DrummMonp (J. M.) and Marsnatt (A. H.). Consolidated Loans 
Funds of Local Authorities. London: Hodge & Co., 1938. 8}”. 
Pp. 170. 7s. 6d. 


[The authors of this book—one of a series of studies of the Institute of Public 
Administration—are respectively Deputy Borough Treasurer of Smethwick and 
Deputy City Treasurer of Coventry. A consolidated loan fund abolishes the 
earmarking of borrowings, which are placed in a single capital pool and advanced 
to the various accounts as required. Repayments are made to the fund, and 
may be used again and again. Since the first scheme was established by Leeds 
in 1927, some fifty authorities have had schemes approved. A model scheme 
has been constructed, and is discussed in detail in this study, and the advantages 
of the system are closely examined. ] 


EasTERBROOK (W. T.). Farm Credit in Canada. ‘Toronto, 
University Press, 1938. 9”. Pp. viii + 260. Ils. 6d. 


[To be reviewed. ] 
No. 193.—vou. XLrx. 
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Ernzie (P.). Economic Problems of the Next War. London: 
Macmillan, 1939. 83”. Pp. x-+ 146. 7s. 6d. 

[This book will be assigned by a literary critic of the future to the lesser of 
the two authors who appear to have written under the name of Paul Einzig, and 
not to the author of The Theory of Forward Exchange. It contains little in the 
way of material, and nothing in the way of thought, to assist in a discussion of 
the fundamental problems of war finance, and burkes all such major issues as the 
possible efficacy of the German price and wage controls and the necessity or 
otherwise of using continuous inflation as a weapon for the reduction of civilian 
consumption and the maximisation of the war fund.] 


Exazari-Votcanl (I.) Planned Mixed Farming. Rehovot, Pales- 
tine. Jewish Agency for Palestine, Agricultural Research Station, 
1938. 9”. Pp. xv + 154. 

[This investigation covers a much wider field than its title would suggest. It 
is concerned with the general problems of land settlement in Palestine, with the 
extent of the local market, and with the efficiency of various types of agriculture 
in serving that market and providing exports, as shown by a statistical investiga- 
tion of farming income and expenditure over some ten years. It will surprise 
some readers to find how extensive imports of foodstuffs have been. The pros- 
perity of the mixed farm is largely dependent on its income from fresh milk, and 
that in turn on the continuance of a price of milk as high as 13-5 mils per litre in 
1935—a price 50 per cent. higher than that in the United Kingdom, and three to 
four times that of Australia or New Zealand. ‘‘ It is obvious that the Palestine 
farms can make a profit only if they sell their milk fresh; butter made by them 


would not withstand foreign competition.”’} 


Fay (C. R.). Co-operation at Home and Abroad. Vol. II, 1908- 
1938. London: P.S. King, 1939. 83”. Pp. x + 540. 18s. 


[To be reviewed. ] 


Firzpatrick (B.). British Imperialism and Australia, 1783-1833. 
An Economic History of Australasia. London: Allen and Unwin, 
1939. 83”. Pp. 396. 18s. 


[To be reviewed. ] 


FRANKEL (S. H.). Capital Investment in Africa. Its Course and 
Effects. London: Oxford University Press, 1938. 9”. Pp. xvi+ 
487. 10s. 6d. 


[To be reviewed. ] 


Ganpui (M. P.). The Indian Cotton Textile Industry. Calcutta: 
Indian Cotton Textile Industry Annual, 1938. 93”. Pp. xxii + 100+ 
XXXViii. 

{An annual publication which conveniently assembles the facts and statistics 
of the Indian cotton industry during recent years. ] 


GanpuHI (M. P.). The Indian Sugar Industry. (1938 Annual). 
Calcutta : Gandhi & Co., 1938. 9}”. Pp. xx + Ixxxv + 168 + 28. 


[This annual publication, which brings together all the facts and statistics 
relevant to the Indian sugar industry, shows the great growth of production since 
the industry was protected in 1932. Imports at British Indian ports, which 
were 932,276 tons in 1929-30 had fallen by 1937-8 to 12,703 tons. Consumption 
of sugar per head, though even now only about one-third of that of Great 
Britain or the United States, has meanwhile increased by some 50 per cent. The 
future of the protective duties is at the moment the matter of inquiry, and a 
special issue of this yearbook is promised for March, to include a summary of the 
recommendations of the Tariff Board and of the decisions of the Government of 


India.] 
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GitcHRIst (R. N.). Principles of Political Science. London: 
Longmans, Green, 1938. 83”. Pp. xiii-+ 810. 18s. 
[This is a sixth edition of a book designed primarily for students of Indian 


Universities. The author was formerly Principal and Professor of Political 
Economy and Political Science in Krishnagar College, Bengal.] 


GoopDFELLow (D. M.). Principles of Economic Sociology, as 
illustrated from the Bantu Peoples. London: Routledge, 1939. 8}’’. 
Pp. xx + 289. 12s. 6d. 

{To be reviewed. } 


A Group oF Scientists. Money Enough for Everyone. St. 
Albans: Victoria Press, 1938. 7”. Pp. 82. 1s. 6d. 


{Another contribution from those who would hope to make the economists 
more scientific. ‘‘ The sum-total of the work done within a community in a 
given period is the economic equivalent of the sum-total of the vital foodstuffs 
which have been consumed by the whole community within this given period. 
This is the same kind of truth as that twice two is four.’’ Therefore ‘‘ the new 
£ note will be a Food Voucher and not a gold voucher,”’ for ‘‘ the value of 120 
pounds of wheat is constant. It generates always the same amount of Vital 
Energy in the same climate... .’’ ‘‘ This fixed Unit of Vital Food enables a 
community to keep the Cost of Living constant, which for mathematical reasons 
cannot be done with a fixed weight of gold.’’} 


Handbook of Social Statistics Relating to Merseyside. Liverpool : 
University Press, 1938. 83”. Pp. 32. ls. 

[A plain statement of facts relating to vital statistics, trade, employment and 
unemployment, public assistance, elementary education, housing rates, inter- 
spersed with a little discussion. The explanation of why the “ ordinarily 
occupied ’’ class still cost the ratepayers £38,000 per month outdoor relief is 
incomplete. ] 

Harrop (R. F.). International Economics. London: Nisbet 
(Cambridge Economic Handbooks), 1939. 73”. Pp. 207. 5s. 

[This second edition has been extensively re-written and completely reset. In 


particular the problems of the balance of trade and of foreign exchange policy are 
now brought into line with recent thought in the field of trade-cycle theory.] 


HenpDERSON (W. Q.). The Zollverein. London: Cambridge 
University Press, 1939. 9’. Pp. xi + 375. 18s. 
[To be reviewed. ] 


Hicks (J. R.). Value and Capital. London: Oxford University 
Press, 1939. 84’. Pp. xi+ 331. 12s. 6d. 
[To be reviewed.] 


The Institute of Actuaries Year Book 1938-1939. Cambridge : 
University Press, 1938. 84”. Pp. xlix + 256. 3s. 


[This year-book, in addition to the Royal Charter of Incorporation and the Bye- 
Laws, contains the syllabus of the examinations of the Institute, the papers set 
—_ the last year and the recommended course of reading, as well as a full list 
of Fellows, Associates and Students. Attention is drawn to the constitution of 
an appointments board designed to supply to inquirers the names of members 
qualified and likely to accept a given post.] 


Kateck! (M.). Essays in the Theory of Economic Fluctuations. 
London: Allen and Unwin, 1939. 73”. Pp. 154. 6s. 
[To be reviewed.] 


Kesatt (R. K.). Wage Regulation under the Statute of Arti- 
ficers. London: Methuen, 1938. 73”. Pp. xii + 132. 7s. 6d. 


[To be reviewed.] 
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Kevin (J. C. G.) (Ed.). Some Australians Take Stock. London: 
Longmans, 1939. 8}”. Pp. ix-+ 241. 10s. 6d. 


[To be reviewed.] 


LoNnGFIELD (M.). Three Lectures on Commerce and One on 
Absenteeism. London: London School of Economics, 1938. 8}". 
Pp. 1ll. 6s. 


[These three lectures, photographically reprinted in the London School of 
Economics series of Reprints of Scarce Works on Political Economy, were 
delivered before the University of Dublin in the Michaelmas Term, 1834, by 
Mountifort Longfield, Archbishop Whately’s Professor of Political Economy, and 
published originally by Milliken and Son, Grafton Street, Dublin, in 1835. ] 


MackrintosH (W. A.) and Jozera (W. L. G.) (Ed.). Canadian 
Frontiers of Settlement. Vol. II. History of Prairie Settlement: by 
A. S. Morton, and ‘“ Dominion Lands” Policy: by C. Martin. 
Canada: Macmillan, 1938. 10’. Pp. xviili+ 571. $4.50. 


[To be reviewed. ] 


MacmILLaN (H.). Economic Aspects of Defence. London: 
Macmillan, 1939. 83”. Pp. 67. Ils. 


[In this pamphlet Mr. Macmillan contrasts the active preparation of Germany 
with the lack of vigour displayed in this country. He pleads for organisation, 
not only to control imports and exports, but also to promote rationalisation, and 
thus release productive resources for military purposes or armament construction. 
As an appendix is printed a most interesting memorandum on the Munich 
Agreement, privately circulated last October. Mr. Macmillan can find little to 
his taste either in the initial diplomacy or in the subsequent lethargy of his party.] 


McCuttocn (J. R.). The Literature of Political Economy. A 
Classified Catalogue. London: London School of Economics, 1938. 
9”. Pp. xiii + 407. 12s. 6d. 


[It would be difficult to find in the whole literature of political economy a 
book the reprint of which would be more welcome than that of this “ classified 
catalogue of select publications in the different departments of that science, with 
historical, critical and biographical notices.’? Though written in 1845, it is still 
an indispensable tool for the historian of economic theory as well as for the 
collector of old economic books and for the bookseller; it was the demand of 
such people, who wanted it for work, rather than as a rare item coveted for its 
very rarity by the collector, which had raised the price of the original edition in 
the old book market up to ten guineas. McCulloch was a man who loved old 
books, and had a very extensive, though somewhat superficial, knowledge of them; 
and in this volume he has summed up his experience and has listed those works, 
from the earliest times to his contemporaries, which seemed to him important 
or interesting. The books are classified by subject, and within each subject 
they are arranged chronologically, separating between the English, French, 
Italian etc. The titles of the principal works are printed in heavy type, and the 
majority of entries are followed by a note which throws some light on the contents 
of the book, or on its author, or on the circumstances in which it was written. 
Not that McCulloch has done his work very well; both his selection and his 
comments are strongly coloured by his prejudices, and his only critical standard 
is whether a writer is a supporter or an opponent of free trade. But he has been 
bold enough to make his selection and to express his views on each book; and 
also to cover the whole ground of political economy, in all branches and in all 
languages. No one else in the last hundred years has had the boldness to emulate 
his attempt; later bibliographers have either followed the safe course of making 
no selection at all, under the pretext of scientific completeness, and of expressing 
no opinion, under the pretext of impartiality; or else, when they have ventured 
into selection and comment, they have confined themselves to a narrow section of 
the subject in which, as specialists, they felt secure from criticisms. Thus 
McCulloch with his Literature has held for a century, and holds to-day, the position 
of a monopolist; this has enabled him to impose his scale of values not only in 
the old book market (where it is acknowledged), but also in the current histories 
of economic theories, where it is not often quoted.] 
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MapsEn (A. W.). Why Rents and Rates are High. London: 
United Committee for the Taxation of Land Values, Ltd., 1938. 7’. 
Pp. xx + 229. Is. 


[This book consists of innumerable detailed examples of the charging of 
exorbitant land prices, and is designed primarily to provide ammunition for those 
preaching the Henry George doctrine, though it may be useful to others too. 
Mr. R. R. Stokes writes an economic introduction which is not very profound.] 


Mavtpon, F. R. E. The Tasmanian Economy in 1937-38. Tas- 
mania: H. H. Pimblett, 1938. 11”. Pp. vii + 27. 


[In this, the third survey of the Tasmanian Economy produced under Pro- 
fessor Mauldon’s supervision, all the data relevant to its recent progress are con- 
veniently and clearly mustered. During the year 1937-38 there would appear 
to have been a slight decline, from 124 to 115, in real income per head (which in- 
evitably includes some appreciable volume of investment profits not available for 
spending in Tasmania), but an almost constant level of business activity. Of 
other indicators, more gave evidence of progress than of decline, and Professor 
Mauldon concludes that it ‘‘ was a year in which the forces of economic advance 
were still predominating over those of economic decline, though not nearly so 
powerfully as in 1936-7.’’ In forecasting the future he gives a warning that the 
full effects of the deterioration of British conditions have not yet been felt.] 


P.E.P. Report on Agricultural Research in Great Britain. Lon- 
don: P.E.P., 16 Queen Anne’s Gate, S.W. 1., 1938. 10”. Pp. vii + 
146. 8s. 6d. 

[To be reviewed. ] 


PLUMMER (A.). International Combines in Modern Industry. 
London: Pitman, 1938. 84”. Pp. ix + 302. 10s. 6d. 

[This second edition includes the important developments of the last four 
years, and such events as the adhesion of the British Steel manufacturers to the 
International Steel Cartel and the formation of new international cartels con- 
trolling coke, kraft paper and of international agreements regulating air transport. ] 


Proceedings of the International Conference of Agricultural 
Economists. London: Oxford University Press, 1939. 9”. Pp. 433. 
17s. 6d. 


(The Conference was held in August 1938 at Macdonald College, Canada. 
Subjects under discussion were ‘‘ The Social Implications of Economic Pro; 
in Present-day Agriculture,’ introduced by papers from J. F. Booth and M. L. 
Wilson; ‘‘ Land Tenure and the Social Control of the Use of the Land,’’ with 
papers by C. von Dietze and H.C. Taylor; ‘‘ Farm Labour and Social Standards,”’ 
with opening papers by F. W. von Biilow and J. F. Duncan; and “ International 
Trade in Relation to Agricultural Development,’’ introduced by G. Minderhoud 
and H. A. Wallace, United States Secretary of Agriculture. Mr. Wallace’s 
discussion of the dilemma of high industrial protection on the one hand and 
agricultural collapse on the other, like his earlier statements on this subject, 
deserves a wider audience than that only of agricultural economists. The 
Proceedings publish also at length the subsequent discussions on these papers, 
and other papers on a variety of issues mostly of more local interest. As usual, 
the book is beautifully produced and printed.] 


RacxHam (C. D.). Factory Law. London: Nelson, 1938. 7’. 
Pp. v + 160. 2s. 

[This book is a valuable addition to an admirable series. Mrs. Rackham 
possesses all the qualifications to write it. She knows the material from experi- 
ence, and she has an unusual gift for describing the complex regulations of factory 
law without losing the interest of her reader. After an introductory chapter on 
the history of factory legislation, the main body of the book is given to the new 
Factories Act, 1937. Another short chapter discusses the methods of adminis- 
tration, and the powers and functions of the inspectorate. In the remainin 
chapters other legislation affecting workers, such as Truck, Trade Board an 
Workmen’s Compensation Acts, the Home Office museum and the lessons it can 
teach, and finally international labour legislation, are in turn very briefly 
described. ] 
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Ricu (E. E.) (Ed.). Journal of Occurrences in the Athabasca De. 
partment by George Simpson 1820 and 1821, and Report. London: 
Hudson’s Bay Record Society, 1938. 93”. Pp. lix + 498. 

[To be reveiwed.] 


RownTreEF (B. S.). The Human Factor in Business. Further 
Experiments in Industrial Democracy. London: Longmans, 1938. 
74". Pp. xx + 244. 4s. 

[The Third Edition of a book, the first edition of which was reviewed by 
Prof. Bowley in the Economic Journat, June, 1922. The general outline 
remains unchanged, though a large number of detailed emendations have been 
made. It is chiefly useful as a general account of the factors determining con- 
ditions of work in a large and prosperous undertaking. } 


RupMosE Brown (R.N.). The Principles of Economic Geography. 
London: Pitman, 1939. 8”. Pp. xv + 208. 6s. 


[A fourth edition of a well-established text-book; the opportunity has been 
taken to revise statistical matter and bring it up to date where necessary. No 
economist can study such a book without regretting the gap that divides the two 
techniques of studying the same material; the chapters on location, on distribu- 
tion of population and on labour, for example, are rich in information, but, to an 
economist, sadly static and superficial in their analysis of it. Here is surely scope 
for that synthesis in the social sciences for which writers have recently pleaded. | 


Suiva Rao (B.). The Industrial Worker in India. London: 
Allen and Unwin, 1939. 84’. Pp. 257. 10s. 6d. 
[To be reviewed.] 


Smevure (K. B.). Reason in Politics. London: Duckworth, 
1939. 83”. Pp. 292. 12s. 6d. 
[To be reviewed. ] 


The Soviet Comes of Age. London: William Hodge, 1938. 8}’. 
Pp. 337. 15s. 


[To be reviewed. ] 


A Survey of the Social Services in the Oxford District. I. Eco- 
nomics and Government of a Changing Area. London: Oxford Uni- 
versity Press, 1938. 83”. Pp. xii + 379. 15s. 


[Reviewed in this issue. ] 


Tawney (R. H.). Some Thoughts on the Economics of Public 
Education. London: Oxford University Press, 1938. 9”. Pp. 45. 
2s. 


[Prof. Tawney, in his customary brilliant style, argues the case for a very large 
increase in public expenditure on education.] 


Tuomson (L. R.). The Canadian Railway Problem. London: 
Macmillan, 1939. 10”. Pp. xiii+ 1080. 55s. 
[To be reviewed. ] 


THORNTON (H.). Edited with an Introduction by F. A. v. Hayek, 
for the Library of Economics. An Enquiry into the Nature and 
Effects of the Paper Credit of Great Britain (1802). London: Allen 
and Unwin, 1939. 83”. Pp. 368. 12s. 6d. 

[To be reviewed. ] 
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Tout (H.). The Standard of Living in Bristol. A Preliminary 
Report of the Work of the University of Bristol Social Survey. Bristol : 
Arrowsmith, 1938. 8”. Pp. 64. ls. 


[This is the preliminary report of a very important and interesting survey 
made in Bristol between May and October 1937, and covering the insured popula- 
tion with the addition of the small shopkeeper class. In order to measure the 
standard of living, the actual income of individual families was obtained by 
inquiry (including public assistance income) and was compared with calculated 
minimum needs. A standard of need (following R. F. George closely) was 

ially devised for this survey, to cover food, clothing, lighting, cleaning and 
fuel (the first two of these items varying in proportion to the number of members 
of the family, the last three increasing very slowly with increase in family size), 
and the income necessary for the maintenance of this standard was calculated at 
current prices. The actual outlay of each family on rent, insurance contributions 
and travelling expenses was found by inquiry, since it was impracticable to 
relate this to family size. The population was then classified according to the 
extent to which its member families fell below or rose above the poverty line— 
i.e., @ line drawn at the point where family income less outlay on rent, etc., is 
just sufficient to cover minimum needs. Interesting tables are also given 
relating family size to standard of living; age to poverty; number of children to 
standard of living, etc. One result must be quoted (p. 40): ‘‘ If something can 
be done for families with three or more children 76 per cent. of child poverty will 
be abolished.’’ The investigators (who were very successful) were not amateurs, 
but school attendance officers working in their spare time.] 


The Trade Recession. Part I, Its Causes and Development. 
Part II, A National Monetary System as the Remedy. Manchester : 
Master Cotton Spinners Association, Ltd., Royal Exchange, 1938. 
84”. Pp. 20 and 20. Free. 

{In Part I it is contended that for rearmament to be adequately financed, 
incomes generated in other ways must be increased, and that this can best be 
done by raising the level of wholesale prices within the country. In Part II 
fixed exchanges and stability of the price level are discussed as alternatives. 
Having chosen the latter, the problem is how to determine the natural exchange 
value of sterling—i.e., the exchange value that coincides with full employment. ] 


VINEBERG (P. F.). The French Franc and the Gold Standard. 
Montreal: McGill University, 1938. 9”. Pp. 114. $1.00. 

[A new and revised edition of a book reviewed by Mr. Barger in the Economic 
JouRNAL of September 1937. The original monograph was written before 
devaluation ; the new edition studies also the process of devaluation and subse- 
quent monetary policy.] 


Warp (BarBaRA). The International Share-Out. London: 
Nelson, 1938. 7”. Pp. vi+ 174. 2s. 

[This little book provides a useful introduction to the study of the colonial 
problem. To compress all the colonial problems of the world into 174 pages 
must involve at times a brevity which approaches to superficiality, and a readiness 
to state conclusions without supporting evidence, which makes rights and wrongs 
appeer in more contrasting colours than they would with more leisurely treat- 
ment. There are over-statements that will move many readers to indignation ; 
but the result is a stimulating and useful piece of work.] 


WaRRINER (D.). Economics of Peasant Farming. London : 
Oxford University Press, 1939. 8}. Pp. 208. 12s. 6d. 


[To be reviewed. ] 


Wittan (T.S.). The English Coasting Trade, 1600-1750. Man- 
chester : University Press, 1938. 83”. Pp. xiv + 234. 12s. 6d. 


[To be reviewed. ] 
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Witson (A.) and Levy (H.). Workmen’s Compensation. Vol. I. 
Social and Political Development. London: Oxford University Press, 
1939. 93”. Pp. 328. 10s. 

[To be reviewed.] 


WortTHINGTON (E. B.). Science in Africa. London: Oxford 
University Press, 1938. 8}. Pp. xiii + 746. 10s. 6d. 
[To be reviewed. ] 


Youne (C. H.), Retp (HELEN R. Y.), and CarroTHers (W. A.). 
The Japanese Canadians. With a Second Part on Oriental Standards 
of Living. Edited by H. A. Innis. Toronto University Press (Oxford 
University Press), 1938. 84”. Pp. xxx + 295. 10s. 6d. 


[The increasingly difficult problem of the second generation of Japanese, born 
in Canada but lacking the rights of Canadian citizenship, is here discussed, first 
in broad descriptive terms by Mr. Young and Miss Reid, and then somewhat more 
analytically by Professor Carrothers in a mainly statistical second part, concerned 
broadly with oriental standards of living. Professor Innis, as Editor, summarises 
the problems in a valuable preface. ] 


American. 


AnvDERSON (M. D.). Dynamic Theory and Wealth Distribution. 
Gainesville : Florida University Press, 1938. 9’. Pp. x + 243. 


[To be reviewed. ] 


Backman (J.). Government Price-Fixing. New York: Pitman, 
1939. 9’. Pp. xi+ 304. 12s. 6d. 


[To be reviewed. ] 


BranpvT (K.). The German Fat Plan and its Economic Setting. 
California : Food Research Institute, Stanford University, 1938. 9”. 
Pp. xii + 344. $3.00. 


[This book gives a useful and comprehensive account of the agricultural 
sources of fats in Germany, the processing industry (dairy plants, oil mills and 
soap factories) and the distributive system before and after 1933. The whole 
machinery of supply has been brought by the Nazis under the control of a cartel 
which has increased technical efficiency in all branches and has subjected the 
farmer to a rigid control. Consumption of fats, the author concludes, cannot 
be much reduced; but production might be raised in ten years to the point of 
making Germany self-sufficient in this respect. Cattle rearing and pig farming, 
whaling and the cultivation of oil seeds, as well as the discovery of chemical 
substitutes for fats now used for soap and candles are all carefully discussed as 
methods of closing the ‘‘ fat gap.’’ Unfortunately it seems that the book was 
completed before March 1938, since it does not give any indication of the effect 
of the Anschluss upon the German fat plan.] 


CHAMBERLIN (E.). The Theory of Monopolistic Competition. 
Cambridge, Mass.: Harvard University Press (Oxford University 
Press), 1938. 83’. Pp. 241. 10s. 6d. 


[The first edition of this well-known book was reviewed by Mr. Harrod in 
the Economic JouRNAL of December 1933. In this third edition only very small 
verbal corrections and changes have been made; the bibliography added in the 
second edition has been further enlarged; and a paper on “‘ Monopolistic Compe- 
tition and the Productivity Theory of Distribution,” printed in Zzxplorations in 
Economics, has been added here as a final chapter. Apart from this, the changes 
are all of a minor character, and the author has not felt it necessary to re-write 
or modify his conclusions in the light of more recent work.] 
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John Bates Clark. A Memorial. Privately printed. 9’. Pp. 40. 


[Copies may be obtained by special arrangement from the Columbia Uni- 
versity Press, New York. Those desiring a copy are asked to enclose 50 c. 
towards postage and other costs.] 


Dovetas (P. H.). Social Security in the United States. New 
York and London: McGraw-Hill, 1939. 8”. Pp.xiv + 492. 17s. 6d. 


[To be reviewed. ] 


ErnaupI, M. The Physiocratic Doctrine of Judicial Control. 
Cambridge, Mass.: Harvard University Press (Oxford University 
Press), 1938. 9”. Pp. x + 96. 6s. 6d. 


[An important study of the neglected political aspect of the Physiocratic 
system. The central part of the volume analyses the Physiocrats’ concept of 
natural order, proceeds to describe the steps leading to the doctrine of guarantees, 
and concludes with a discussion of the form and scope of judicial control. Not- 
withstanding their similarity, Dr. Einaudi denies that the Physiocratic doctrine 
of judicial control had any influence on the system embodied in the American 
Constitution. ] 


ELLswortH (P. T.). International Economics. New York and 
London: Macmillan, 1938. 8”. Pp. 529. 18s. 
[To be reviewed.] 


Fasricant (S.). Capital Consumption and Adjustment. New 
York : National Bureau of Economic Research (London: Macmillan), 
1938. 9”. Pp. xx +272. 12s. 

[To be reviewed. ] 


Ferauson (D. G.), and Lester (A. H.). Inflation’s Timing, and 
Warning Symptoms of its Explosive Stage. Cambridge, Mass. : 
American Institute for Economic Research, 1938. 9”. Pp. 64. $1.00. 


[To be reviewed.] 


GayvER (A. D.), Homan (P. T.), and James (E. K.). The Sugar 
Economy of Puerto Rico. New York: Columbia University Press 
(Oxford University Press), 1938. 9”. Pp. xviii + 326. 18s. 6d. 


[This collaborative study, too specialised to warrant a full review in the 
Economic JOURNAL, is nevertheless a model for any such piece of work. It was 
sponsored and financed by two landowning partnerships in Puerto Rico; to them 
is presumably due also the attractive format of the book. But the conclusions are 
those of the authors, who, it is interesting to know, had secured an agreement 
that ‘‘no part of the manuscript less than the whole would be published with 
their names attached except with their consent.’”? The study falls into three 
parts: the first describes the Puerto Rican economy, the second deals with the 
sugar industry, the third presents the general conclusions. The problem of 
raising the standard of living of an almost exclusively agricultural population 
that possesses no more than seven-tenths of an acre per head is almost insoluble. ] 


GILBERT (R. V.) and others. An Economic Program for American 
Democracy. New York: Vanguard Press, 1938. 73”. Pp. ix + 91. 
$1.00. 


[This little book by seven Harvard and Tufts economists is quite admirable ; 
there is hope for American democracy if the public can be persuaded to read it; 
and it should be enlightening to many British readers. It es that the case 
for State ‘‘ deficit spending ’’ has been completely proved both by the response 
of the national income to the 1933-36 spending programme, and by the 1937 
slump consequent on the cessation of that programme. It shows how, “for 
we historical causes having nothing to do with the spending programme 
itself,” there was in 1$37 a comparative absence of private investment oppor- 
tunities, and goes on to say that a permanent public investment programme 

















202 THE ECONOMIC JOURNAL [MARCH 


must be developed. This programme should be financed by borrowing. There 
is nothing immoral in debt per se, even if it happens to be Government debt, 
as all investment is matched by debt. The problem must also be attacked from 
its consumption aspect, and this can best be done by redistributing income by 
making present taxes effective and improving and extending the social services. ] 


Harris (H.). American Labor. Yale University Press (Oxford 
University Press), 1939. 9”. Pp. 459. 17s. 


[To be reviewed. ] 


Howiapay (James). The Canadian Banking System. New York: 
Bankers Publishing Co., 1938. 9”. Pp. xv + 291. 


[Reviewed in Economic HistTory.] 


Industrial Price Policies. New York: Public Affairs Pamphlets, 
1938. 83”. Pp. 32. 10c. 


[This pamphlet is a summary, prepared by M. S. Stewart, of the book Industrial 
Prices Policies and Economic Progress, by E. G. Nourse and H. B. Drury, pub- 
lished by the Brookings Institution, and to be reviewed in a later issue of this 
Journal. | 


Innes (J. W.). Class Fertility Trends in England and Wales 1876- 
1934. Princeton: University Press, 1938. 9”. Pp. xiii + 152. 
$2.50. 


[To be reviewed.] 


Kine (W.I.). The Causes of Economic Fluctuations. Possibilities 
of Anticipation and Control. New York: Ronald Press Company, 
1939. 8”. Pp. xv + 353. $3.50. 


[To be reviewed.] 


Kur (C. A.). Social Insurance Co-ordination. Washington: 
Social Science Research Council, 1938. 9”. Pp. xiv + 333. $2.50. 


[To be reviewed. ] 


LiyFieLp (H. S8.). State Population Census by Faiths. New 
York : Hasid’s Bibliographic and Library Service, 1938. 9”. Pp. 71. 
$2. 

[A thorough examination, by the Director of the Jewish Statistical Bureau, of 
the cases in which questions of religion were included in population censuses. 
The author considers in particular the distinction between questions aimed at 
determining (a) inner conviction, (6) outward, legal affiliation, and discusses the 
utilisation of census results by States and by church bodies. ] 


Lockuin (D. P.). Economics of Transportation. Chicago: Busi- 
ness Publications, 1938. 9”. Pp. x + 863. $4. 

[In this revised edition of a book reviewed by Mr. Ponsonby in the Economic 
JOURNAL of June 1936 there has been some rearrangement of material, and 
chapters on pipe-lines and the co-ordination of transport have been added. 
Other chapters on the regulation of highway transportation and air transport 
have been expanded or modified to include the effects of new legislation.] 


MANDELBAUM (M.). The Problem of Historical Knowledge. New 
York: Liveright, 1938. 8’. Pp. x + 340. $3.50. 


[Reviewed in Economic History.] 


MASTELLER (K.C.). How to Avoid Financial Tangles. Cambridge, 
Mass.: American Institute for Economic Research, 1938. 9”. Pp. 
160. $1. 

[A guide to the practical financial problems which may confront an ordinary 
family. ] 
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Report of the Committee on Prices in the Bituminous Coal Industry. 
New York: National Bureau of Economic Research (London: Mac- 
millan), 1938. 9’. Pp. xx + 144. 6s. 


[To be reviewed.] 


SAULNIER (R. J.). Contemporary Monetary Theory. Studies of 
Some Recent Theories of Money, Prices and Production. New York : 
Columbia University Press (London: P. 8. King), 1938. 84”. Pp. 
420. 16s. 


{To be reviewed. ] 


Steck (L. J.). The Regulation of Milk Marketing in England and 
Wales. Washington: U.S. Government Printing Office, 1938. 9”. 


Pp. 75. 


[A conscientious account for American readers of the English Milk Marketing 
Scheme. The subject is seen through the eyes of an administrator, and the 
various reports on milk are admirably summarised. The discussion of distributive 
costs and profits in relation to the scheme is inadequate—the report of the Food 
Council on Costs and Profits of Retail Milk Distribution does not appear in the 
bibliography. ] 


SweeEzy (P. M.). Monopoly and Competition in the English Coal 
Trade 1550-1850. Cambridge, Mass.: Harvard University Press 
(Oxford University Press), 1939. 84”. Pp. xii + 186. 10s. 6d. 


[To be reviewed. ] 


WELK (W. G.). Fascist Economic Policy. An Analysis of Italy’s 
Economic Experiment. Cambridge, Mass. : Harvard University Press 
(Oxford University Press), 1939. 83’. Pp. xviii + 365. 17s. 


[Reviewed in this issue.] 


French. 


HEILPERIN (M. A.). The Monetary Aspect of the Raw Materials 
Problem and the Revival of International Trade. Paris: Inter- 
national Institute of Intellectual Co-operation, 1938. 93”. Pp. 41. 


[This pamphlet, the author of which is Assistant Professor in the Graduate 
Institute of International Studies, provides a valuable analytical study of the 
raw materials problem in so far as it is a problem of obtaining the foreign exchange 
with which to buy imports. The writer pleads for a return to economic inter- 
nationalism along the lines of the van Zeeland plan. That such a policy could do 
much good, none can deny; but an examination of the economy of the areas, 
such as those covered by the Congo Basin treaties, within which almost complete 
freedom already exists, would suggest that intangible ties of language, technical 
training, sentiment, influence substantially the direction of trade, and that a 
metropolitan country possesses advantages in the ease of securing exports which 
are not fully shared by others.] 


LaMBERT (P.). La Théorie quantitative de la monnaie. Paris: 
Sirey, 1938. 10”. Pp. 270. 


[The author applies a considerable thoroughness, a great amount of learning 
and infinite patience to the clearing up of all the muddles commonly summarised 
under the name of quantity theory. In the first part of this book he traces the 
history of the “‘ theory’ from Xenophon to our own day. Out of a hetero- 
geneous jumble of propositions, four distinct propositions emerge, and are 
subjected to a searching scrutiny in the second part. They are: Fisher’s quantity 
equation, the assertion that prices vary proportionately to the quantity of money, 
the assertion that the price level is a purely passive variable and finally the 
statement that M and oo important, but by no means exclusive determinants 
of the price level. Fisher’s equation rightly interpreted is found to be correct, 
but trivial. The proportionality of the price level to the quantity of money does 
not follow from the quantity equation unless we introduce the additional assump- 
tion that V and 7 are independent of M, which happens only under very special 
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circumstances—full employment, no significant distributive effects of the increase 
in the quantity of money and no substitution of goods against money. It is 
when the author comes to discuss the supposed passivity of the price level that 
the discussion becomes really interesting. It is shown how variations in the rate 
of exchange influence the price level. The discussion has sometimes a somewhat 
naive appearance, but it is certainly a useful antidote to the equally naive though, 
in England at least, certainly more widespread theory that variations in the rate 
of exchange are purely passive—a theory which is commonly justified by the 
statement that any influence of the exchange rate on the price level could be 
stopped by the appropriate monetary policy. Thus the author is forced to the 
conclusion that M and V, though important determinants of the price level, are 
by no means of exclusive importance, and can often play a purely adaptive réle. 
With this conclusion few will probably quarrel. It is, however, to be regretted 
that the author seems to be unfamiliar with the newer studies in the theory of 
money (Keynes, Hicks and the Swedish School) which impart a new unity to 
the theory of value and the theory of money.] 


LuommeE (J.). L’Impot sur le revenu en Angleterre. Paris: 
Librairie Générale de Droit et de Jurisprudence, 1939. 9”. Pp. 468. 
75 fr. 

[To be reviewed. ] 


Nogaro (B.) (Ed.). L’Economie Politique Contemporaine. Vol. 
I. La méthode de l'économie politique: B. Nogaro. Pp. 272. 
Vol. IV. L’intervention de l’Etat en matiére économique : H. Laufen- 
burger. Pp. 371. 70 fr. Vol. V. Production agricole et économie 
rurale: A. Garrigou-Lagrange. Pp. 211. 40/fr. Vol. XVII. L’éco.- 
nomie collectiviste: R.Mossé. Pp.210. 40fr. Vol. XIX. Initiation 
a l’analyse statistique : L. D. de Bernonville. Pp. 232. 50/fr. Paris: 
Librairie Générale de Droit et de Jurisprudence, 1939. 9”. 


[To be reviewed.] 


Outs (F.). Le Role de l’offre et de la demande et du marginalisme 
dans la théorie économique. Fascicule I. La Véritable portée de la 
loi de l’offre et de la demande. Fascicule II. La Véritable Portée du 
marginalisme. Paris. Recueil Sirey, 1938. 10’. Pp. 176 and 160. 
40 fr. 

[To be reviewed.] 


Pratrer (A.). L’Evasion fiscale et l’assistance administrative entre 
états. Paris: Sirey, 1938. 84”. Pp. 362. 50/fr. 


(Dr. Piatier, who is secretary of the International Institute of Public Finances 
and lecturer in the Institute of Comparative Law in Paris, sets out to study the 
roblem which has arisen through the tendency of individuals to evade taxation 
\ removing themselves or their property outside the jurisdiction of the State 
which is seeking to tax them. A first part examines the methods that have been 
used for this purpose under the differing laws of different countries; a second part 
is concerned with the methods developed by different States to prevent such 
evasion; a third part develops a possible scheme, necessarily involving inter- 
national collaboration, which might reduce the problem to small dimensions. ] 


Travaux du Congrés des Economistes de Langue Frangaise. I. La 
reprise allemande méthodes et résultats. II. Hausse des prix et 
réorganisation des entreprises. Paris: Domat-Montchrestien, 1938. 
9”. Pp. 190. 48 fr. 

[The Conference had for discussion two most interesting papers, here reprinted : 
the first, on the methods and results of the German recovery from 1933 to 1938, 
by Monsieur H. Laufenburger, the second, on rising prices and industrial reorgani- 
sations, by Monsieur F. Baudhuin. It may be of interest to those who organise 
similar conferences in this country to know that two whole sessions, amounting 
in total to about three and a half hours, were devoted to the discussions of the 
first paper, and over two hours to the discussion of the second. Would not a 
somewhat similar division of time on occasions benefit the meetings of the British 
Association and other bodies ?] 
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Belgian. 


HIsSENHOVEN (P. van). Le mouvement des grains dans le monde. 
Brussels : Editions Ceres, 1938. 9}. Pp. 858. 24s. 
[To be reviewed. ] 


German. 


DrescHER (L.) (Ed.). Entschuldung der Ostdeutschen Land- 
wirtschaft. Berlin: Bank fiir deutsche Industrieobligationen, 1938. 
113”. Pp. xviii + 88. 

(This inquiry into the liquidation of the indebtedness of Eastern German 
agriculture has been specially made on behalf of the Bank which has brought it 
out, lavishly illustrated by coloured and plain tables, graphs, and schematic 
illustrations, in the style of the well-known half-yearly reports on Germany’s 
economic situation. It represents a complete account of the history, background 
and technique of a particularly controversial form of State subsidies : The German 
Osthilfe. The inquiry is based on the complete material collected in the files of 
the Bank which was responsible for this “‘ help.’”” The main method used is that 
of regional samples. Over 13,000 farms were analysed, about 40 per cent. of the 
total. The results are of the greatest importance for anybody interested in 
agricultural policy, the financing of agriculture, or “‘ subventionism ”’ in general.] 


Ernst (P.). Politische Studien und Kritiken. Munich: Paul 
Ernst, 1938. 74”. Pp. 248. 


[Paul Ernst was a right-wing and intensely patriotic German writer and 
critic. The Society that has been formed to keep his memory alive has now pub- 
lished in book-form fifty-five articles he wrote on social and economic questions 
during the years 1894-1902. Some of these articles are fully summarised. They 
are designed to show his gradual abandonment of marxism; but it is not easy to 
see that they can be of interest to any wider public than that of the particular 
devotees of Paul Ernst. The economics are not excessively prophetic—‘ Even 
in Western Europe . . . State control of cartels would be somewhat contro- 
versial; for Russia, the realisation of this Utopia is, of course, impossible ’°—and 
sometimes unbalanced—in one article the production of alcohol from acetylene 
instead of potatoes is discussed as an example how, via a disappearance of ground 
rents, socialism might yet triumph in Germany. This latter example, written in 
1895, shows also that his “‘ Pilgrimage to the Right ’’ had as yet hardly begun. 
There are early stirrings of the “racial spirit.’ Thus it is explained, in 1901, that 
after the terrible conditions of early industrialism ‘“‘in England the clever 
Saxon race is now on top... and the inferior Celtic have perished in the 
struggle.”’] 


Fossati (E.) (Ed.). Korporative Wirtschaftstheorie. Jena: Gus- 
tav Fischer, 1939. 93”. Pp. ix + 126. Unbound Rm. 4. Bound 
Rm. 5.50. 


[Reviewed in this issue.] 


GEsELLIUs (T.). Die Motorsegelschiffahrt, ihre Entwicklung und 
ihre Problematik. Hamburg: MHansischer Gildenverlag, 1938. 9”. 


Pp. 134. 


[A Hamburg dissertation by a Finnish author. A student of shipping 
problems will find here the relevant statistics brought together. The only item 
of more general interest is the description of the competition between an up-to- 
date Dutch fleet of these vessels with more or less obsolete Swedish, Danish and 
German vessels. ] 


Gross (H.). Die wirtschaftliche Bedeutung Siidosteuropas fiir das 
Deutsche Reich. Berlin: Kohlhammer, 1938. 9”. Pp. 26. Rm. 
1.80. 

[This is a reprint of a short but lucid lecture, delivered during 1938, on the 


“Day of the German Economic Science.” It gives a very clear picture of Ger- 
many’s trade relations with South-Eastern Europe, and outlines the commercial 
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policy that Germany is likely to follow in the future. The author is full of 
praise for the methods adopted by Germany, under Schacht’s ‘“‘ new plan”? of 
1934, in trading with South-Eastern Europe. While arguing that the present 
state of affairs is equally beneficial to all parties concerned, he avoids any political 
considerations which might offset his arguments. Indeed, stability and pro. 
tection from the menace of Bolshevism are the only things that, in his view, 
South-Eastern Europe needs; British and French concerns about Germany’s 
hegemony are answered by a quotation from the Fuehrer’s speech. The Balkan 
countries must reorganise and develop their industries in a way to suit German 
import requirements; Germany must take the lead in exploiting their rich 
resources and must help to establish certain consumption-goods industries. The 
growing tendency towards a state-controlled national economy in the Balkan 
countries makes this policy particularly practicable. Indeed in the long run it is 
inevitable; nor can the Western Powers well resist it, for (i) they have to take 
similar agrarian products from their own colonies rather than from the Balkans; 
(ii) transport charges are too high and many of the goods perishable; (iii) they 
would not be willing to pay prices higher than those ruling on the world markets, 
Germany is able to take over ail their surplus products, and does so.]} 


GRoTKOPP (WILHELM). Frei vom Golde. Berlin: Haude und 
Spenersche Buchhandlung, 1938. 8”. Pp. 129. 


(The author—a German economic correspondent in Paris—sets out his 
observations on the divergent monetary policies pursued since 1931 in the four 
principal countries : Germany, England, France, and the United States. The pre- 
war gold currency, to him, appears as a means of stabilising the predominance of 
the leading economic country, England. A return to pre-war conditions is, 
therefore, quite out of the question, although an international currency stabilisa. 
tion must remain the long-range goal. There are no attempts at a deeper 
monetary analysis, but the book is a piece of vivid and interesting financia! 
journalism, and it also serves to bring out the international spread of monetary 


ideologies. } 


KuussMAnn (H.). Standortsfaktoren der deutschen Jute-Indus- 
trie. Hamburg, 1938. 9”. Pp. 77. 


[This dissertation is intended as a realistic application of Alfred Weber’s 
locational triangles to an explanation of the localisation of the jute industry in 
Germany. The result is that the actual location does very nearly conform with 
the theoretically expected result arrived at by using Weber’s theorems. Beyond 
this immediate subject the dissertation contains—in the first thirty pages— 
information. on the present organisation and capital structure of the German 
textile industries and of the jute industry in particular. The author is a leading 
employee of one of the big North German jute firms, and he had therefore a rich 
store of information on which to draw. Some study of this dissertation might be 
profitable to readers who are interested in the problems either of location or of 
the jute industry.] 


MatTTHIESSEN (H.). Die Landwirtschaft Nordostbrasiliens. Ham- 
burg, 1938. 9”. Pp. 91. 


[A dissertation by a Hamburg merchant who has travelled extensively in 
Northern Brazil. His main theme is the repercussions of the world agricultural 
crisis on the economy of a remote district with special racial and climatic con- 
ditions. The relevant statistics have been compiled mainly from newspaper 
cuttings, but an extensive bibliography of more general literature dealing with 
Northern Brazil is appended.] 


OrtiieB (H.). Das Rentabilitétsprinzip als wirtschaftsregulier- 
ender Faktor und sein Bedeutungswandel in der nationalsozialistischen 
Wirtschaftsordnung mit besonderer Beachtung des landwirtschaft- 
lichen Sektors. Hamburg, 1938. 9”. Pp. 104. 

[This Hamburg dissertation describes first the domination of a free capitalistic 
economy by the principle of profitability, the divergence of private and soci 
profitability, and the particular obstacles, personal, natural or technical, to the 
working of the profitability principle in the agricultural sector. Next the 
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modification of the profitability regulator in the National-Socialist system is 
briefly discussed, with the result that “‘ profitability has been degraded from a 
regulating factor to a subservient tool,” and finally, the broad lines of National- 
Socialist agricultural policy are analysed as taking due account of those specific 
obstacles to regulation by profitability. The two last sections contain, of course, 
more matters of interest than the three first, but at no point does this dissertation 
make any noteworthy original contribution.] 


Péniscu (T.). Die Ausfuhr der thiiringischen Industrie und ihre 
Férderung durch die Seehafenausnahmetarife der Reichsbahn. Ham- 
burg: 1938. 84”. Pp. 124. 


[Thuringia is a Central German district, producing toys, porcelain, glass and 
miscellaneous machinery; it is very dependent on exports. The German Rail- 
ways grant preferential tariffs for goods to Bremen and Hamburg, the principal 
export ports, not in order to divert traffic from foreign ports—which do not 
compete for Thuringia’s exports—but as an export subsidy. The results in this 
direction are, however, not very impressive. Although the subject is of intrinsic 
interest, the author does not get beyond a minute description of trivial detail.] 


PosaDOWSKY-WEHNER (H. G. von). Untersuchungen iiber das 
Bevélkerungsproblem in Frankreich. Leipzig: V. Hirzel, 1938. 
93”. Pp. 134. 


[This is a Hamburg dissertation which has been published as a special supple- 
ment to the Archiv fiir Bevélkerungswissenschaft und Bevolkerungspolitik. This 
indicates that—unlike many other dissertations—the work represents important 
and original research. The characteristic feature of this description of the popula- 
tion problem in France is the importance attached to specific cultural—as opposed 
to purely economic—reasons for the decline of the French birthrate, and the 
importance of the French population problem for an understanding of political 
and intellectual life in France. Among the economic effects the decline of the 
building trades and the increase in foreign lending are noteworthy. Some striking 
facts emerge from the statistics, e.g., the very high proportion of foreigners living 
in French frontier districts (38 per cent. of the miners are foreigners), and the 
prospective decline of the relative position of France in the number of men under 
arms (less than Poland after 1950). On the side of population policy, the 
description of the family allowance system is of topical interest to English readers. 
While the author thinks the evidence that the general scheme has resulted in 
more frequent births in the families of the insured persons is quite inconclusive, 
he thinks that some particular industrial schemes, for example, in the Michelin 
works, had striking success in stimulating “ births of the higher order.’’ The 
amount involved in the various family allowances reached 5,000 million francs in 
1936 (about £65 m.). There is a bibliography of the French and German literature 
on the subject and of the official sources to be consulted. ] 


Pitz (T.). Die deutsche Aussenwirtschaft im Engpass der Jahre 
1933-1937. Berlin: Junker und Diinnhaupt Verlag, 1938. 8}”. 
Pp. 118. 4 Rm. 


[The theme of this book is the “‘ black spot” in the general picture of the 
achievement of full employment in Germany between 1933 and 1937—foreign 
trade relations. There is a first descriptive part, showing the pressure on German 
exports from outside. In a second section, policies designed to mitigate this 
pressure are divided into measures of short-term adjustment and of permanent 
improvement. The wide ri of topics dealt with prevents the author from 
doing more than scratching the surface in these two parts, and the interest of 
English readers will consequently be concentrated upon the last part, which 
attempts an ‘interpretation ’’ of these tendencies. He rejects three current 
misinterpretations : the ‘“‘ political interference’’ theory, the ‘‘ necessary 
sacrifice ’’ theory, and the “‘ autarky’’ theory. The author’s own “ interpreta- 
tion’ is that this period marked partly the ‘‘ delayed effect ’’ of the Treaty of 
Versailles, conflicting with the German people’s “‘ will to self-liberation,”’ partly the 
bursting of the 19th-century bubble of a “ world economy ”’ and of 19th-century 
pseudo-progress and the “‘labour-pains of a fully developed German National 
Economy.’’ The last thirty-five pages of this book are interesting evidence of the 
attitude of large numbers in Germany towards foreign trade relations. ] 
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ScHaFFNER (H. von). Die dffentliche Unternehmung in England. 
Cologne: Kurt Schroeder, 1938. 8’. Pp. 126. Rm. 3.60. 


[The spread of public enterprise is described as a revolutionary change in the 
English outlook on economic matters, influenced by Continental and American 
developments. Three classes of public enterprise are distinguished : ‘‘ administered 
enterprise ’’ (public utilities)—G.P.O., water, gas, trams, munition works— 
‘* independent public enterprise ’’—Port of London Authority, B.B.C., Electricity 
Commissioners, L.P.T.B.—and ‘“‘ private enterprise under public control ’’—rail. 
ways and mines. As will be seen from the list of items dealt with in this book, it ~ 
is selective and not complete. A fourth form of public enterprise, the “ mixed 
enterprise ’’—like the Manchester Ship Canal, the Anglo-Persian Oil Company, the 
Suez Canal Company and the Southampton Harbour Board—is omitted alto. 
gether. For those enterprises with which he deals the author gives a short 
historical survey, a fairly detailed description of the administrative arrangements, 
and a statistical summary of their economic importance, and the economic trends 
within them. He refrains from any judgment on these particular forms of 
organisation, but he rather thinks public enterprise in this country insufficiently 
controlled and over-organised. It is also interesting to note that some English 
coal-mines are characterised as the “‘ most backward to be found in Europe.”’} 


ScuickHaus (H.). Wéahrungsausgleichsfonds. Rostock: Carl 
Hinstorffs Verlag, 1938. 9”. Pp. 110 


[This is likely to prove a useful book on Exchange Equalisation Accounts, 
better on the economic side of the effect of the new technique on monetary con. 
ditions than on the side of giving a description of the new technique itself. The 
English Account is very much in the centre of the discussion, and that the author 
is only partially acquainted with the English literature on the subject—this is 
confirmed by his bibliography—at least enables him to approach the subject with- 
out preconceived ideas. There is a tendency to argue that the beneficial internal 
effects of the Account are in part at least offset by adverse effects on foreign trade 
relations. ] 


ScHMIDT-GIBICHENFELS. Richtige Wahrung und Geldversorgung. 
Magdeburg: Fritz Theuring, 1938. 9”. Pp. 77. 


[The main idea of this book is that it is not possible to stabilise the purchasing 
power of money by keeping an index number of prices constant, because the 
commodities on which the index is based will reflect constant changes of relative 
scarcity and abundance of supply. To overcome this difficulty the author puts 
forward a new scheme: the stabilisation between an upper and lower limit of the 
price of an “ index commodity ’’—wheat, oats, and coal are mentioned—coupled 
with a public trading monopoly regulating its supply by a sort of Ever Normal 
Granary. Gold currency, devaluationary practices and Gesell’s ‘‘ tax on money ” 
are equally condemned. The book, which is written in popular language, has 
found some attention among the general public, and this is a second, revised 
edition.] 

Stern (O.). Einfiihrung in die Grundlehre vom Wirtschaftsleben. 
Berlin: Junker und Diinnhaupt Verlag, 1938. 9”. Pp. 102. Rm. 
3.80. 

[This book, it is explained, is based on Professor Gottl-Ottlilienfeld’s teachings, 
and it will not be understandable to those unfamiliar with the peculiar views of 
that author on economics as Lebenswissenschaft and the terminology that he 
employs. ] 


THEEL (H.). Die Entwicklung der Zahlungsbilanz der Vereinigten 
Staaten seit Beginn der Weltwirtschaftskrise. Hamburg: Hansischer 
Gildenverlag, 1938. 9”. Pp. 97. 


(The main points of interest emerging from the discussion of this book are the 
“unhealthy ”’ structure of the American balance of payments during prosperity, 
owing to the “ strategic ’’ area being in the sphere of financial rather than pro- 
ductive payments. The author draws attention to the recurrence of the same 
unhealthy features in the post-depression balance of payments, with capital 
imports now taking the place of the former capital exports. Again, the connection 
between commodity movements and financial movements is severed. 
author urges particularly a revision of the picture of the U.S. as a creditor nation 
in the light of these recent capital imports.] 
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TORNIEPORTH (C.). Die Finanzierung der Hochseefischerei. Ham- 
burg, 1938. 83”. Pp. 74. 

[This Hamburg dissertation on the financing of deep-sea fishing fleets is limited 
to the consideration of the German fleets, but in that limited field it supplies well- 
balanced and interesting information. ] 


Dutch. 


HEICHELHEIM (F. M.). Wirtschaftsgeschichte des Altertums. 
Vols. l[andII. Leiden: A. W. Sijthoff’s, 1939. 10”. Pp. xii + 859 
and 376. Unbound /. 49, and bound F. 52. 


[To be reviewed. ] 


TEMPEL (J. VAN DEN). De Wereld in Stormtij. Haarlem: Willink 
and Zoon, 1938. 93”. Pp. 390. F. 5.75. 
[To be reviewed. ] 


Hungarian. 


Stpos (A.). Les Conjonctures Hongroises & leur point culminant, 
1937. Budapest: Imprimerie de la 8. A. Athenaeum, 1938. 9”. Pp. 
18. 2.pengo. 

[A brief discussion of the changes experienced in Hungary’s financial income 
during the year 1937. Figures are given for the decline in stock-exchange values, 
the price level of manufactured and agricultural goods, and a somewhat lengthy 
discussion on the changes of the balance of trade. ] 


Scandinavian. 


Barron (B.). Local Economic Effects of a Large-Scale Industrial 
Undertaking. Copenhagen: Einar Munksgaard (Oxford University 
Press), 1938. 8”. Pp. 74. 3s. 6d. 


[To be reviewed. ] 


Horr (T. J. B.). Ykonomisk Kalkulasjon. I. Socialistiske Sam- 
fund. Oslo: Aschehoug, 1938. 10’. Pp. 373. 
[To be reviewed. ] 


PETERSEN (E.). Macro-Dynamic Aspects of the Equation of 
Exchange. Oslo: I Kommisjon Hos Jacob Dybwad, 1938. 10’. Pp. 
116. Kr. 7.50. 

[To be reviewed.] 


Stockman (S. K.). Transithandeln vid import till Sverige. 
Stockholm: Nordiska Bokhandeln, 1938. 10”. Pp. 271. 

[This is an exhaustive analysis of the “ transit ’’ element in Swedish imports 
in 1935—i.e., cases where the country from which a commodity is imported is 
not the country which has produced the commodity. Based on a new set of 
current information which began to appear in July 1934, the volume is a notable 
addition to the literature on international trade statistics. ] 


Italian. 


Alcune lettere di Vilfredo Pareto. Rome: Maglione. 1938. Pp. 
88. 71. 

ALBERTI (M.). La Realt&é economica. Como: Cavalleri, 1938. 
83". Pp. vii + 224. 151. 

[A philosophical and methodological treatise from the Catholic standpoint. ] 
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Arena (C.). La carta del lavaro. Milan: Hoepli, 1938. Pp. 


viii + 548. 401. 
Cuessa (F.). La moneta. Turin: Giappichelli, 1938. Pp. xv + 


509. 451. 
Demarta (G.). Elementi di economia politica corporativa. 


Milan: Principato, 1938. Pp. 342. 201. 
FanFani (A.). Storia delle dottrine economiche. Il volontarismo. 


Como: Cavalleri, 1939. 9”. Pp. 212. 181. 


[The first volume of a history of economic theories by a Professor of the Catholic 
University of Milan. The doctrines, which are considered under the label “* volun- 
taristic ’’ because they do not assume a natural and rational economic order, include 
all those of the Ancient W orld and the Middle-Ages, as well as of the Mercantilists, 
Further volumes will deal with the “‘ naturalistic ’’ doctrines (the Physiocrats and 
the ‘“‘Smithians’’) and with the ‘ neo-voluntaristic”’ doctrine, which is cor- 
porativism. ] 


Fanno (M.). Principi di scienza economica. Padua: Cedam, 
1938. Vol. I (2nd edition). Pp. vi+ 220. Vol. II (3rd edition). 
Pp. viii + 212. 541. 


International Bibliography of Agricultural Economics. Vol. I, 
No. 1. Rome: Villa Umberto, Institut International d’agriculture, 
1938. 93”. Pp. x-+ 137. 6s. 6d. per annum. 


[The Institute proposes in future to publish quarterly this bibliography of 
literature concerned with agricultural problems. It forms, in effect, a con- 
tinuation of the Internationale Bibliographie des agrarékonomischen Schrifttums, 
which has been published from time to time in the Berichte tiber Landwirtschaft 
(Berlin). Hitherto twelves issues of that bibliography have appeared. A 
thirteenth, carrying the bibliography down to June 1938, will appear shortly. 
The field of the present bibliography is intended to include all the social and 
economic aspects of agriculture. Entries are analysed not only under crops and 
products, but also under such more general heads as agricultural credit, agrarian 
reform, cooperation, agricultural marketing, etc. ] 


MartinorTt!i (P.). Analisi matematica di problemi sociali. Milan : 
Giuffré. Vol. I. Pp. xii+ 409. Vol. II. Pp. 415. 841. 

Ricci (U.). Tre economisti Italiani. Pantaleoni—Pareto—Loria. 
Bari: Laterza and Figli, 1939. 8”. Pp. 239. 181. 


[Professor Ricci reprints a number of obituaries and memorial articles which he 
had written on Pareto and Pantaleoni, somewhat shortened to avoid repetition. 
He also inserts two satyrical articles against Professor Loria which were originally 
published in 1910.] 


VERRI (P.). Considerazioni sul commercio dello stato di Milano. 
Milan: L. Bocconi, 1939. 10”. Pp. xxi + 234. 40/1. 


{An important work by Pietro Verri on the Trade of the State of Milan, 
written in 1763 for submission to the Government at Vienna, and never before 
published in full. Of the three parts into which it is divided, the first (on the 
Greatness and Decline of the Trade of Milan from the Beginning of the Fifteenth 
Century to 1750) had been published shortly after the author’s death in a revised 
version which he had prepared for publication. Of the second part (on the 
Present State of the Trade of Milan), the first chapter only (on the Balance of 
Trade) had been printed for private circulation by the author, who was severely 
reprimanded by the Austrian Chancellor for his indiscretion; and has been 
published with an historical introduction by Professor Einaudi in 1932. The 
remainder of the second part and the whole of the third part (Means for the 
Restoration of Trade) are now published for the first time from the MS. The 
editor’s introduction gives lengthy quotations from Verri’s letters, which throw 
light on the circumstances in which the work was composed; but otherwise the 
introduction is not very illuminating, and contains some inaccuracies or mis- 
prints: e.g., note 9 on page xii is irrelevant to its text, and should be transferred 
to p. xiv, line 2, after “‘ Bilancio commerciale dello Stato per il 1762” (which, 
itself, incidentally, is a misprint for 1752).] 
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Polish. 


Lanpau (L.). Gospodarka Swiatowa. Produkeja i Dochdéd 
Spoteczny w Liczbach. Warsaw : Instytut Gospodarstwa Spolecznego, 
1939. 94”. Pp. vii + 151. 

[To be reviewed.] 


South American. 


GREFFIER (M.) and Loupet (E.). Memoria. Buenos Aires. Uni- 
versity Press, 1938. 11”. Pp. 197. 

[This volume has been produced to commemorate the twenty-fifth anniversary 
of the founding of the Faculty of Economics in the University of Buenos Aires. 
It gives a short history of the development of the school and an exhaustive list 
of the personnel past and present, which is copiously illustrated by photographs. 
The more important works published by those connected with the Faculty are 
mentioned in some detail.] 


Mott (B.). La Moneda. Lima: Gil, 1938. 83”. Pp. 420. 


[This book is written in Spanish by a German, formerly a lecturer in Economics 
and Finance in the Universities of Kiel and Leipzig, and now a lecturer in the Uni- 
versity of Lima. It is designed to meet the needs both of the student of monetary 
affairs and of the business man, and includes chapters on the elements of monetary 
theory, systems of paper currency and on monetary exchange.] 


VALLARINO (J. C.). Las Teorias del Interés y Conceptos del 
Capital. Montevideo, 1938. 93”. Pp. 531. 

’ [This study of the theory of interest and conceptions of capital is divided into 
three parts. In the first are briefly summarised the theories of individual 
economists down to the end of the nineteenth century; in the second, those of 
contemporary economists; and in the third those of the author himself.] 


Official. 
BRITISH. 

Report of the Chief Registrar of Friendly Societies for the 
year 1937. Part 3, Industrial and Provident Societies. London : 
H.M. Stationery Office, 1938. 124”. Pp. 43. 2s. 6d. 

Statistical Abstract for the British Empire, for each of the ten 
years 1928-1937. London. H.M. Stationery Office, 1938. 9}”. 
Pp. xviii + 387. 5s. 

Statistical Abstract for the United Kingdom for each of the 
fifteen years 1913 and 1924 to 1937. London: H.M. Stationery 
Office, 1939. 93”. Pp. xvii + 453. 7s. Od. 

Twenty-Ninth Report of the Commissioner of His Majesty’s 
Customs and Excise for the Year ended 3lst March, 1938. Lon- 
don: H.M. Stationery Office, 1938. 934”. Pp. 215. 3s. 6d. 


LEAGUE OF NATIONS. 


Balance of Payments, 1937. London: Allen and Unwin, 
1938. 11”. Pp. 212. 6s. 


[This issue analyses the balance of payments of thirty-three countries in recent 
years. Most of the statements for individual countries are compiled on the basis 
of a special form sent to all States Members of the League, and comparable figures 
for goods, interest and dividends, other services, gold and long term and short 
term capital movements, are given in nearly all cases. The statistical statements 
for each country are described at some length. An introductory chapter analyses 
recent trends. It discusses the balances on current account of creditor and debtor 
countries; new capital issues and amortisation payments; speculative capital 
movements; the price of capital; interest and dividends; emigrants’ remittances 
and tourists’ expenditure. ] 
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International Trade in Certain Raw Materials and Foodstuffs 
by Countries of Origin and Consumption, 1937. Geneva: Allen 
and Unwin, 1938. 104”. Pp. 176. 5s. 


[This is the third issue of a series designed to present more satisfactory informa- 
tion on the movement of goods from producing to consuming countries than was 
hitherto available from ordinary national statistics of foreign trade. Thirty-eight 
commodities are covered, including wheat, sugar, rubber, wood, hides, wool, 
cotton, silk, iron and steel, copper and motor spirit, and to the extent of 98% of 
the total world trade.] 


International Trade Statistics, 1937. London: Allen and 
Unwin, 1938. 11”. Pp. 450. 12s. 6d. 


[This issue contains statistical tables of the foreign trade of sixty-six countries 
for the years 1935-37, indicating for each country the imports and exports of 
goods per year and per month; the imports and exports by country and by 
principal article; and the imports and exports of bullion and specie. Anincreasing 
number of countries are learning to compile their trade statistics in accordance 
with the classification of goods recommended by the Council of the League in 
September 1935, and for analytical purposes the items of the list have been 
elaborately reclassified according to use and stage of production. ] 


Survey of National Nutrition Policies, 1937-8. Geneva: 
League of Nations (Allen and Unwin), 1939. 93”. Pp. 120. 
2s. 6d. 


[This is an account of the work undertaken in twenty-six countries by National 
Nutrition Committees. Their functions have been to examine what foods in what 
amounts are consumed, and to recommend changes which seem desirable. There 
is a short introductory section on the technique of conducting dietary and nutrition 
surveys, and then follow brief summaries of the state of nutrition in different 
countries. Methods used have varied, and in many cases the samples of the 
population chosen for study have been so small as to cast doubt on the results, 
At the same time there is a great deal of valuable information on Australia, Belgium, 
Bulgaria, Canada, Egypt, Finland, France, Hungary, India, Iraq, Latvia,Nether- 
lands, New Zealand, Norway, Poland, Sweden, U.S.A., and Yugo-Slavia. Because 
of the different approaches made to the problem in different countries, it is not 
easy to compare accounts or to make a really comprehensive picture out of the 
information available. The second part of the report deals with action to improve 
nutritional standards, and covers cut-price and free milk schemes, school feeding, 
adult communal feeding under Government auspices and publicity. Deficiencies, 
however, cannot be made good by relief measures alone, and the last chapter 
(‘Some Economic Aspects”’) touches upon the diversification of agriculture, 
reduction of distribution costs and internal dumping as methods of tackling the 
nutrition problem. ] 


INTERNATIONAL LABOUR OFFICE. 
Industrial Labour in India. Geneva: International Labour 
Office (P. S. King), 1938. 94”. Pp. viii + 335. 7s. 6d. 


[To be reviewed. ] 


Labour Conditions in Indo-China. Geneva: International 
Labour Office (P. S. King), 1938. 93”. Pp. 331. 7s. 6d. 


[To be reviewed. ] 


Social Problems in Agriculture. Record of the Permanent 
Agricultural Committee of the I.L.0. (7th-15th February, 1938). 
Geneva: International Labour Office (P. S. King), 1938. 9}’. 
Pp. 162. 4s. 

[A reprint of the documents and discussions of the First Session of the recently 
established Permanent Agricultural Committee of the I.L.0. The preliminary 
reports cover the activity of the International Labour Conference with regard to 
agriculture, hours of work (including a table of maximum hours in some European 
countries), holidays with pay, protection of child labour, the collective bargaining 
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as against the State intervention method of regulating agricultural wages. The 
view that assistance to agriculture was necessary was tacitly accepted and it was 
agreed that any aid given must be broad enough to benefit small-holders and 
share croppers as well as agricultural labourers. ] 


The Worker’s Standard of Living. Geneva: International 
Labour Office (P. 8S. King), 1938. 93”. Pp. 101. 2s. 


[The first of the three chapters in this report attempts to discuss the different 
meanings of the expression ‘‘ standard of living,’ and to decide on a definition. 
But such a discussion, despite the author’s apparent familiarity with the 
authorities, can be calculated to contribute to, rather than to clear, the con- 
fusion. For it is not made plain that there is no such thing as the standard of 
living, in the sense that for any particular group of persons it can ever be said to 
be equal to x, but only comparison with norms or through space or time; and, in 
addition, ordinary formal terms are badly mishandled (see p. 20 for confusion 
between the words “‘ definition ’’ and “‘ summary ’’). Chapter II surveys relevant 
statistics, finding them inadequate, and Chapter III, entitled, ‘‘ Some Aspects of 
Workers’ Standards of Living in Certain Countries,” covers U.S.A., Poland, India 
and Japan, and takes the factors food, housing, health and literacy into account.] 


The World Coal-Mining Industry. Vol. I. Economic Con- 
ditions. Geneva: International Labour Office (P. 8. King), 1938. 
94”. Pp. vii+ 258. 8s. 

[To be reviewed.] 

The World Coal-Mining Industry. Vol. II. Social Conditions. 
Geneva: International Labour Office (P. S. King), 1938. 94”. 
Pp. viii + 372. 8s. 

[To be reviewed.] 

















